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THE PRESIDENT’S FISCAL YEAR 2015 BUDGET 
PROPOSAL WITH U.S. DEPARTMENT OF 
HEALTH AND HUMAN SERVICES 
SECRETARY KATHLEEN SEBELIUS 


WEDNESDAY, MARCH 12, 2014 

U.S. House of Representatives, 
Committee on Ways and Means, 

Washington, DC. 

The Committee met, pursuant to call, at 10:00 a.m., in Room 
1100, Longworth House Office Building, Hon. Dave Camp [Chair- 
man of the Committee] presiding. 

[The advisory announcing the hearing follows:] 
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ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

FOR IMMEDIATE RE T, EA SE CONTACT: (202) 225-3625 

Wednesday, March 5, 2014 
No. EC-16 

Chairman Camp Announces Hearing on the 
President’s Fiscal Year 2015 Budget Proposal with 
U.S. Department of Health and Human Services 
Secretary Kathleen Sebelius 


House Ways and Means Committee Chairman Dave Camp (R-MI) today an- 
nounced that the Committee on Ways and Means will hold a hearing on President 
Ohama’s budget proposals for the Department of Health and Human Services (HHS) 
for fiscal year 2015. The hearing will take plaee on Wednesday, March 12, 
2014, in 1100 Longworth House Office Building, beginning at 10:00 a.m. 

In view of the limited time available to hear witnesses, oral testimony at this 
hearing will be from the invited witness only. The sole witness will be the Honor- 
able Kathleen Sebelius, Secretary, U.S. Department of Health and Human Services. 
However, any individual or organization not scheduled for an oral appearance may 
submit a written statement for consideration by the Committee and for inclusion in 
the printed record of the hearing. 


BACKGROUND: 


On March 4, 2014, President Obama submitted his fiscal year 2015 budget pro- 
posal to Congress. The President’s proposed budget contains his tax, spending and 
policy proposals for the coming fiscal year, including his proposed budget for the De- 
partment of Health and Human Services and the programs it oversees and operates. 
Many of the Department’s programs such as Medicare, healthcare programs under 
the Affordable Care Act and Temporary Assistance for Needy Families are within 
the Committee’s jurisdiction. 

In announcing this hearing. Chairman Camp said, “Reviewing the budget, I 
am troubled by the President’s decision to ignore what he once saw as a 
crisis in our entitlement programs. By leaving out any real reforms to pro- 
tect and preserve Medicare, the President has chosen to provide political 
cover in an election year when what this country needs most are solutions 
that protect both today’s seniors and future generations. 

“We also must ask difficult questions about HHS’ troubled efforts to im- 
plement the Affordable Care Act. Open enrollment is almost over, enroll- 
ment is behind schedule and the website is not completed. Most impor- 
tantly, the American people are facing higher premiums, fewer healthcare 
choices and a loss of wages — the exact opposite of what they need in a 
tough economy. Administrative delays and exemptions cannot fix this law, 
and the Committee looks forward to hearing how Secretary Sebelius plans 
to work with Congress to solve this crisis. 

“Members also look forward to reviewing the Administration’s proposals 
affecting human services programs, including those that may help welfare 
recipients replace welfare checks with paychecks or assist youth in foster 
care become successful adults.” 
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FOCUS OF THE HEARING : 

U.S. Department of Health and Human Services Secretary Sebelius will discuss 
the details of the President’s HHS FY15 budget proposals that are within the Com- 
mittee’s jurisdiction. 

DETATT.S FOR SUBMISSION OF WRITTEN COMMENTS: 

Please Note: Any person(s) and/or organization(s) wishing to submit for the hear- 
ing record must follow the appropriate link on the hearing page of the Committee 
website and complete the informational forms. From the Committee homepage, 
http:llwaysandmeans.house.gov, select “Hearings.” Select the hearing for which you 
would like to submit, and click on the link entitled, “Click here to provide a submis- 
sion for the record.” Once you have followed the online instructions, submit all re- 
quested information. ATTACH your submission as a Word document, in compliance 
with the formatting requirements listed below, by the close of business on 
Wednesday, March 19, 2014. Finally, please note that due to the change in House 
mail policy, the U.S. Capitol Police will refuse sealed-package deliveries to all House 
Office Buildings. For questions, or if you encounter technical problems, please call 
(202) 225-1721 or (202) 225-3625. 

FORMATTING REQUIREMENTS: 


The Committee relies on electronic submissions for printing the official hearing record. As al- 
ways, submissions will be included in the record according to the discretion of the Committee. 
The Committee will not alter the content of your submission, but we reserve the right to format 
it according to our guidelines. Any submission provided to the Committee by a witness, any sup- 
plementary materials submitted for the printed record, and any written comments in response 
to a request for written comments must conform to the guidelines listed below. Any submission 
or supplementary item not in compliance with these guidelines will not be printed, but will be 
maintained in the Committee files for review and use by the Committee. 

1. All submissions and supplementary materials must be provided in Word format and MUST 
NOT exceed a total of 10 pages, including attachments. Witnesses and submitters are advised 
that the Committee relies on electronic submissions for printing the official hearing record. 

2. Copies of whole documents submitted as exhibit material will not be accepted for printing. 
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material 
not meeting these specifications will be maintained in the Committee files for review and use 
by the Committee. 

3. All submissions must include a list of all clients, persons and/or organizations on whose 
behalf the witness appears. A supplemental sheet must accompany each submission listing the 
name, company, address, telephone, and fax numbers of each witness. 

The Committee seeks to make its facilities accessible to persons with disabilities. 
If you are in need of special accommodations, please call 202-225-1721 or 202-226- 
3411 TDD/TTY in advance of the event (four business days notice is requested). 
Questions with regard to special accommodation needs in general (including avail- 
ability of Committee materials in alternative formats) may be directed to the Com- 
mittee as noted above. 

Note: All Committee advisories and news releases are available on the World 
Wide Web at http:llwww.waysandmeans.house.govl . 


Chairman CAMP. Good morning. The Committee will come to 
order. 

Secretary Sehelius, thank you for joining us today for a discus- 
sion of the President’s 2015 budget. 

It has been 4 years since Obamacare became the law of the land, 
and it has been a bumpy road since then. Millions of Americans are 
paying more for health care as a result of the law. 

The Committee will come to order. Please take your seats. 
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It has been 4 years since Obamacare became the law of the land, 
and it has been a bumpy road since then. Millions of Americans are 
paying more for health care as a result of the law, a trend which 
will only continue to spike as a result of the failed healthcare ex- 
change launch. All across the country, low- and middle-class in- 
come Americans are seeing smaller paychecks and working less. 
Towns, schools, restaurants, and businesses are struggling to com- 
ply with the law, finding that they are forced to cut hours or hold 
off on hiring. Millions of Americans have discovered the plan they 
have and like has been canceled or they can no longer rely on the 
care from their local doctor or hospital. 

I hear about how the healthcare law is affecting communities 
like my hometown of Midland, Michigan, and how families are 
dealing with the uncertainty this has brought them and their chil- 
dren. 

Unfortunately, despite Republican attempts to provide Ameri- 
cans relief from the burdens of this law, it appears that this is a 
road map of what is to come. We now know, after the failed launch 
of the exchanges, that since the Administration was unable to meet 
their enrollment targets and failed to sign up enough young and 
healthy individuals, premiums will be higher next year. The Con- 
gressional Budget Office has also found that compared to initial es- 
timates, fewer individuals will find healthcare coverage through 
the exchanges, Medicaid, or employer-sponsored insurance. 

And while Democratic leaders promised that Obamacare would 
create 4 million jobs, 4,000 almost immediately, the CBO projects 
fewer Americans will be working as a result of Obamacare. In fact, 
the U.S. economy will see a decline in the number of full-time- 
equivalent workers of about 2 million in 2017, rising to about 2.5 
million in 2024, according to CBO. CBO went on to emphasize this 
should mean, and I am quoting, “The largest declines in labor sup- 
ply will probably occur among lower-wage workers.” 

Secretary Sebelius, you have stated that there is absolutely no 
evidence, and every economist will tell you this, that there is any 
job loss related to the Affordable Care Act. But the evidence is ev- 
erywhere. We hear it from employers back home, from testimony 
in front of Congress, and we read about it in the papers weekly. 

The law is not working as was promised, and yet the President’s 
budget doubles down on this law and requests another $1.8 billion 
for its implementation. With so many unanswered questions, it is 
hard to understand how or why Congress would approve such a re- 
quest. I am hopeful you will shed some light on those questions 
and provide some answers today, basic questions such as how 
much taxpayer money has been spent thus far and where did it 
come from, how much taxpayer money will be spent on subsidies 
for individuals outside of the exchange, how much did the failed 
launch of the exchange cost taxpayers, how many people have actu- 
ally paid a premium, and how many previously uninsured Ameri- 
cans have signed up for Obamacare? 

And increasingly, we must all ask the question, when is the next 
delay or next administrative change in the law coming? It seems 
not a holiday goes by without a new announcement from the Ad- 
ministration that delays some part of Obamacare. 
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Notably missing from this budget is any mention on how we can 
secure the promise of Medicare for seniors in the future. In just a 
few short years, Medicare will go broke. This Committee has re- 
leased numerous discussion drafts, based on bipartisan ideas, to se- 
cure Medicare for current and future seniors, some of which were 
included in previous budgets from President Obama. 

We have the opportunity now to work toward reforms that 
strengthen the program, and the longer we wait, the harder the 
choices we must make will be. We need to have an open dialogue 
between the Administration and Congress on this, and I am dis- 
appointed that the Administration has walked away from this com- 
mitment and seemingly provided political cover during an election 
year rather than offer solutions. 

I appreciate your making the time to be here today, and I hope 
we can count on a more open, constructive dialogue between Con- 
gress and the Administration if we are going to make progress on 
resolving the law’s failures and working toward solutions for our 
Nation’s seniors. 

Before I recognize Ranking Member Levin for the purpose of an 
opening statement, I ask unanimous consent that all Members’ 
written statements be included in the record. And without objec- 
tion, so ordered. 

I now recognize Ranking Member Levin for his opening state- 
ment. 

Mr. LEVIN. Thank you very much. 

Madam Secretary, welcome. We really do welcome you here, a 
chance to have some dialogue. I hope that is what will occur. In- 
stead of dialogue, what we have really had from the Republicans 
is diatribe. And we are going to see that further this week when 
there is an effort to take up our reform on SGR that is on a bipar- 
tisan basis and fund it with essentially the destruction of ACA. 

The New York Times talks about today where the enrollment is. 
And it is interesting, the Republicans often used to talk about Part 
D and how it proceeded. The Energy and Commerce Committee is 
going to come out with a report this morning, and it is going to 
turn out that ACA enrollment as a percentage of projected enroll- 
ment is already better than Part D’s voluntary enrollment. So I 
hope you will be able to set the record straight. As we know, it is 
short of the original goal. And I hope you will address that, where 
we are, what the figures really mean. And also you may want to 
comment that 3 million young adults have already gained access to 
health insurance through their parents’ policies, which would not 
have happened if it weren’t for ACA. 

I just want to give one example of what this has meant for people 
in this country. A person from Brighton, Michigan, in her thirties, 
has lupus, a preexisting condition. She hasn’t had insurance in 6 
years because it was simply too expensive. She lived in constant 
fear of getting sick or injured, and she said, and I quote, “There 
are lots of things I haven’t done. I used to like to ski and mountain 
bike, but I know that if I broke a wrist it would cost me $10,000. 
It is that constant worry of what happens if” And that uncertainty 
ended January 1, when her new insurance plan, costing $175 a 
month, took effect. 
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The real contrast is an ad that has been running in Michigan 
about a cancer patient, and I won’t go into the details. But essen- 
tially, she said her policy was unaffordable through the market- 
place. The ad has been funded over a million dollars by Americans 
for Prosperity. It turns out, according to the Detroit News and oth- 
ers, that that ad and that statement together are just false. It 
turns out that this person will save more than $1,000 a year. 

So, Madam Secretary, I hope you will use your time to acknowl- 
edge the problems with the website at the beginning and put in 
perspective what has happened since then and where we are going, 
and indeed, to have a dialogue. What has been most short in the 
discussion of ACA has been dialogue. We welcome you here and 
look forward to your testimony. 

Chairman CAMP. Well, thank you, Mr. Levin. 

Again, I want to now welcome our witness. Secretary Kathleen 
Sebelius of the Department of Health and Human Services. 

Again, thank you for being with us today. The Committee has re- 
ceived your written statement and testimony, and it will be made 
part of the formal hearing record. You are now recognized for 5 
minutes for your oral remarks. Thank you. 

STATEMENT OF THE HONORABLE KATHLEEN SEBELIUS, 

SECRETARY, U.S. DEPARTMENT OF HEALTH AND HUMAN 

SERVICES 

Secretary SEBELIUS. Well, thank you. Chairman Camp, and 
Ranking Member Levin, and Members of the Committee. 

In his State of the Union, President Obama laid out values that 
are the backbone of his 2015 budget: opportunity for all, economic 
growth, and security, the notion that if you work hard and take re- 
sponsibility you should have the opportunity to succeed in America. 
Our budget will allow our Department to move this mission for- 
ward. 

We start with the fact that every child deserves the opportunity 
for a healthy start and a high-quality learning environment. And 
as the President has said, research shows that one of the best in- 
vestments we can make in a child’s life is high-quality early edu- 
cation. Science has clearly demonstrated over and over that the re- 
turn on early childhood investments is at least seven to one, far ex- 
ceeding any investment in the stock market. And the fact of the 
matter is these investments are good for our kids, good for our 
economy, and good for a family’s economic security. 

In every State, currently the cost of child care for two children 
now exceeds the median annual rent. Our budget puts a special 
focus on birth to kindergarten. It brings the total investment in 
child care and development funds to $6.1 billion, so more of our 
children have access to quality care. 

We also propose to expand early Head Start child care partner- 
ships for more of our children. This allows us to build on the 
progress we are making in reforming Head Start. And by funding 
the President’s Opportunity, Growth, and Security Initiative, we 
could provide an additional hundred thousand children with access 
to high-quality early learning. 

Our global competitors have figured out that investing in early 
education makes good economic sense. China plans to increase the 
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preschool enrollment by 50 percent by 2020. And in Japan, vir- 
tually every 4-year-old attends preschool. So if we want our chil- 
dren to compete for the global jobs of the future, these investments 
really matter. 

This budget also extends and expands voluntary home visitation 
so we can empower our children’s first and best teachers, their par- 
ents. 

The investments don’t add a dime to the deficit. One of the ways 
they are paid for is through an increase to the tobacco tax, which 
we know encourages younger Americans from smoking. But here is 
the snapshot: Every day more than 3,000 children try their first 
cigarette, and nearly 1,000 a day become daily smokers. So the ef- 
forts to reduce their smoking habits are imperative. 

These investments have broad bipartisan support from gov- 
ernors, from business, military, and law enforcement leaders, from 
parents and health providers, and can make a huge difference in 
our Nation’s prosperity. 

Of course no child can learn with a toothache that his or her 
family can’t afford to have treated. No family can save for college 
when they are drowning in medical bills. This budget protects the 
progress we are making in helping more Americans obtain the op- 
portunity of affordable health coverage. Yesterday, we announced 
that 4.2 million people had signed up through the end of February, 
which is an increase of 29 percent in the month of February in the 
number of signups. The number of people choosing a plan every 
day last month also increased from an average of 32,800 in Janu- 
ary to 34,000 a day in February. We expect that number to rise by 
the March 31st deadline, as more Americans learn how affordable 
the marketplace coverage can be. We also know that we have had 
a total of 8.9 million people, as the last Medicaid report indicated, 
that have been determined eligible for either renewal or new Med- 
icaid benefits. 

Now, one of our best tools also for expanding access to health 
care are the community health centers, which are throughout our 
urban and rural areas. This budget invests to help them serve an 
additional 31 million Americans at new and existing sites. The 
budget also protects our seniors by increasing investments for elder 
justice to protect them from abuse, neglect, and exploitation. It pro- 
tects consumers with additional resources to help the FDA oversee 
the safety of our food supply and pharmaceutical resources. It ex- 
pands the efforts to protect hospital patients from healthcare-asso- 
ciated infection. 

And because the opportunity, growth, and security mean very lit- 
tle when a family faces unemployment, the budget is a job creator. 
It invests in industries that drive our economy, innovation, science, 
and discovery. The investments fuel entrepreneurship and eco- 
nomic growth, while saving lives, the NIH-funded BRAIN Initia- 
tive, vaccine development, and other innovative products. 

Through the Health Care Workforce Initiative, the budget ex- 
pands the National Health Service Corps, enabling us to focus 
training dollars on the primary care workforce by expanding resi- 
dency training opportunities. And for all these proposed invest- 
ments, the budget makes tough, fiscally responsible choices. It will 
contribute a net $369 billion to our deficit reduction over the next 
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decade by incentivizing high-quality, efficient care, and by con- 
tinuing to reduce healthcare cost growth, strengthen Medicare and 
Medicaid with $415 billion in net savings over 10 years. 

We will also produce budget savings for taxpayers by continuing 
to crack down on waste, fraud, and abuse. Every dollar we invest 
in the Health Care Fraud and Abuse Control Initiative, for exam- 
ple, returns $8.10 in money we recover, which last year was a 
record-breaking $4.3 billion. 

Now, in many ways the budget reflects the notion from the Book 
of Matthew that where your treasure is there also your heart will 
be. A budget is more than a ledger. It is a statement of a mission, 
intentions, and priorities. This budget succeeds in that mission by 
expanding opportunity, encouraging growth, and protecting both 
our families’ economic security and our Nation’s health security. 

Thank you, Mr. Chairman, and I would be pleased to answer 
your questions. 

[The prepared statement of Secretary Sebelius follows:] 
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Testimony of 

Sccretan' Kathleen Sebelius 
r.S. Department of Health and Human Services 
Before the 

U. S. House of Representatives 
('ommittee on Ways and Means 
March 12,' 2014 

Chairman Camp, Ranking Member Levin, and Members of the Committee, thank you for 
the invitation to discuss the President’s FY 20 1 5 Budget for the Department of Health and 
Human Sendees (HHS). 

This budget for the Department of Health and Human Sen. ices (HHS) improves the 
economic opportunity of ail Americans by providing critical investments in scientific research, 
health care, disease prevention, social senices, and children’s well-being, to achieve healthier 
families, stronger communities, and a thriving America. While it invests in areas that are critical 
to our long-term prosperity, the budget also helps tackle our deficit with legislative proposals 
that would save an estimated net S356 billion over 10 years. The Budget totals $1.0 trillion in 
outlays and proposes $77. 1 billion in discretionary budget authority, a reduction of $1.3 billion 
from FY 2014 enacted. With this tiinding HHS will continue to improve health care and expand 
coverage, create opportunity and give kids the chance to succeed, protect vulnerable populations, 
promote science and innovation, protect the nation’s public health and national security, and 
focus on responsible stewardship of taxpayer dollars. 

Strengthening Health Care and Continuing Effective Implementation of the 
Affordable C'are Act 

Expanding Health Insurance Coverage. As of January 1, 2014, millions of Americans 
gained access to new health insurance options previously not available to them. The 
Marketplaces provide improved access to insurance coverage, creating a new private health 
insurance market in which those in need of coverage are more easily able to purchase health 
insurance. As of February 25, 2014, the Marketplaces had enrolled 4 million individuals. New 
premium tax credits and rules ensuring fair premium rates are making private coverage more 
affordable for consumers. ITie Budget supports continued operations in the federally facilitated 
Marketplace, as well as oversight and assistance to state based and Partnership Marketplaces. 

The Affordable Care Act provides lull federal funding to cover newly eligible adults in 
states that expand Medicaid up to 133 percent of the federal poverty level for three years starting 
in 2014 and covers no less than 90 percent thereafter. The AITordable Care Act also simplified 
Medicaid and Children’s Health Insurance Program (CHIP) eligibility and enrollment processes 
and aligned them with Marketplaces. ITie Centers for Medicare & Medicaid Services (CMS) 
continues to work with states and other partners to advance state efforts that promote health, 
improve the quality of care, and lower health care costs. 

Also beginning in 2014, consumers will benefit from a number of new protections in the 
private health insurance market. Non-grandfathered health plans will no longer be allowed to 
charge more or deny coverage to people because of pre-existing conditions. These new 
protections will also prohibit non-grandfathered plans from putting annual dollar limits on 
benefits and from v arying premiums based on gender or any factor other than age, tobacco use, 
family size, or geography. In addition, new plans in the individual and small group market will 
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be required (o cover a comprehensive package of items and serv ices known as Essential Health 
Benefits, which must include items and serv ices within ten benefit categories. Finally, many 
individuals wilt find it easier to participate in clinical trials because issuers will have to cover 
their routine patient costs and cannot deny their participation in trials. This protection applies to 
all clinical trials that treat cancer or other life threatening diseases. 

Health Centers. Health centers will continue to be a vital source of primary care for 
uninsured and medically underserved patients seeking a quality source of care in FY 2015. The 
Budget requests $4.6 billion for health centers, $3.6 billion of which is funded by the AlTordabie 
Care Act’s Community Health Center f und, to serve approximately 3 1 million patients in FY 
2015. These resources will support the establishment of 150 new health center sites as well as 
enhance quality, and support capital development and facility improvements at currently existing 
health centers. 

Health Care Workforce. The Budget makes new and strategic investments in our 
nation’s health care workforce to ensure rural communities and other underserved populations 
have access to doctors and other providers. In total, $ 14.6 billion will be invested in three key 
initiatives: $4.0 billion in expanded funding for the National Health Service Corps, $5.2 billion 
for a new Targeted Support for Ciraduate Medical I{ducation program, and $5.4 billion for 
enhanced Medicaid reimbursements for primary care. 

The S4.0 billion in new mandatory resources from FY 2015 through FY 2020 is in 
addition to $100 million in discretionary funding and $310 million in current law funding for FY 
2015 for the National Health Service Corps. Corps clinicians serve in medical facilities in high- 
need areas of the country. This investment is projected to support 15,000 clinicians in FYs 2015- 
2020.HRSA will also invest in our nation’s health workforce through the new Targeted Support 
for Graduate Medical Education program. Between FY 2015 and FY 2024, $5.2 billion in total 
mandatory funding is requested for this effort, to be distributed to teaching hospitals, children’s 
hospitals, and to community-based consortia of teaching hospitals andbr other health care 
entities. The focus of the targeted support program will be to support ambulatory and preventive 
care, in order to advance the Administration’s goals of higher value health care that reduces 
long-term costs. This investment will support 13,000 residents over ten years. 

Concurrent with these elTorts at HRSA, CMS will devote $5.4 billion to extend enhanced 
reimbursements to states for primary care through the end of calendar year 20 1 5, expand 
eligibility for reimbursements to mid-level providers, including physician assistants and nurse 
practitioners, and exclude emergency room codes to better target primary care. 

Protecting V’ulnerable Populations 

Elder Justice. The FY 2015 Budget proposes $25 million in the Administration for 
Community Living (ACL) to protect vulnerable older adults by combating the rising scourge of 
elder abuse, neglect, and exploitation in America. This effort builds on the findings and 
recommendations of the Elder Justice Coordinating Council, a consortium of federal partners 
which I lead that was established by the Elder Justice Act of 2009. In response to the 
recommendations of the Council, ACL will begin developing a national Adult Protective 
Ser\'iccs data system and provide funding for key research. This investment will help states 
improve the quality and consistency of their Adult Protective Serv ices programs. 
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Advancing Scientific Knowledge and Innovation 
Protect Patients from Healthcare-Associated Infections. The CDC estimates that one in 
20 hospitalized patients acquires a healthcare-associated infection (HAI), and over one million 
HAIs occur across the healthcare spectrum each year at a cost of over $30 billion. HHS is 
committed to reducing the national rate of HAIs. The Budget includes $44 million for HAI 
prevention activities at CDC, which include identifying emerging threats and protecting patients 
through outbreak detection and control, laboratory testing of the health care environment and 
contaminated products, and guideline development. 

Complementing CDC’s efforts, the Agency for Healthcare Research and Quality 
(AHRQ) focuses on conducting research to develop new methods of preventing and reducing 
HAIs, and disseminates these research findings to clinicians. The request includes $34 million 
for AHRQ’s efforts to protect patients from HAIs. 

Improving Healthcare through Meaningful Use of Health IT. Health information 
technology is essential to improving our nation’s health care by moving from a transaction based 
system to one that emphasizes quality and value. The Budget includes $75 million for the Office 
of the National Coordinator for Health IT (ONC) to coordinate and support investments in 
policies, standards, testing tools, and implementation guides that have dramatically accelerated 
the adoption and meaningful use of certified Electronic Health Record technologies. Within this 
total, ONC will begin to address HIT-related patient safety issues under the Health IT Safety 
Center through data collection and analysis on the types and frequencies of health IT related 
adverse events. ONC will work closely with AHRQ, Patient Safety Organizations, the Joint 
Commission, and FDA on this effort. 


Supporting Families 

Maternal and Child Health. The FY 2015 Budget requests $1.3 billion to improve the 
health of mothers and children, an increase of $129 million. This level includes $500 million in 
FY 2015 and $15 billion through FY 2024 to extend and expand the Maternal, Infant, and Early 
Childhood Home Visiting program, through which states are implementing voluntary, evidence- 
based home visiting programs that enable nurses, social workers, and other professionals to meet 
with at-risk families and connect them to assistance to support the child’s health, development, 
and ability to learn. These programs have been shown to improve maternal and child health and 
developmental outcomes, improve parenting skills and school readiness. The request also 
includes $634 million, the same as FY 2014, for the Maternal and Child Health Block Grant. 

Early Head Start — Child Care Partnerships. The Budget proposes $650 million in FY 
2015 for Early Head Start - Child Care Partnerships, an increase of $150 million above FY 2014. 
These funds will provide access to high-quality early learning programs for tens of thousands of 
infants and toddlers through competitive grants to new and existing Early Head Start programs 
that partner with child care providers, especially those receiving federal child care subsidies. 

Child Support and Fatherhood Initiative. The Budget includes a set of proposals to 
encourage states to pay child support collections to families rather than retaining those payments. 
This effort includes a proposal to encourage states to provide all current monthly child support 
collections to Temporary Assistance for Needy Families (TANF) recipients. The proposal 
requires states to include provisions in initial child support orders addressing parenting time 
responsibilities, to increase resources to support and facilitate non-custodial parents’ access to 
and visitation with their children, and to implement domestic violence safeguards. The Budget 
also includes new enforcement mechanisms such as requiring states to implement electronic 
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income withholding orders that will enhance child support collections. The Budget proposes an 
investment of $1.8 billion over ten years for these initiatives. 

Facilitating Transitions to Adulthood 

Demonstration to Address the Over Prescription of Psychotropic Medications for 
Children in Foster Care. The Budget includes $500 million for a new Medicaid demonstration 
in partnership with ACF to provide performance-based incentive payments to states through 
Medicaid, coupled with $250 million in mandatory child welfare funding to support state 
infrastructure and capacity-building. This transformational approach will encourage the use of 
evidence based screening, assessment, and treatment of trauma and mental health disorders 
among children and youth in foster care in order to reduce the over prescription of psychotropic 
medications. This new investment and continued collaboration will improve the social and 
emotional outcomes for some of America's most voilnerable children. 

Continuing Program Integrity and Oversight 

Combating Frauds IVastet and Abuse in Health Care. Hie FY 2015 Budget makes 
cutting fraud, waste, and abuse a top Administration priority. In addition to the base 
discretionary Health Care Fraud and Abuse Control (HCFAC) binding in FY 2015, the Budget 
seeks new mandatory funding. Starting in FY 2016, the Budget proposes that all new HCFAC 
investments be mandatory, consistent with levels in the Budget Control Act. This investment 
supports fraud prevention initiatives like the Fraud Prevention System; reducing improper 
payments in Medicare, Medicaid, and ('HIP; and IlHS-I^partment of Justice Health Care Fraud 
Prevention and Enforcement Action Team initiatives, including the Fraud Prevention Partnership 
between the federal government, private insurers, and other key stakeholders. The Budget’s 10 
year investment in HC'FAC yields a consen^ative estimate of $7.4 billion in Medicare and 
Medicaid savings. 

To help ensure the prudent use of federal funds, the Budget also includes $25 million in 
discretionary HC'FAC funding for program integrity activities in private insurance, including the 
Health Insurance Marketplaces. 

The Budget includes $400 million in discretionary and mandatory binding for the Office 
of Inspector Genera) (CJIG), an increase of $105 million above FY 2014. This increase will 
enable OIG to expand CMS Program Integrity efforts for the Health Care Fraud Prevention and 
Enforcement Action Team and improper payments, and also enhance investigative efforts 
focused on civil fraud, oversight of grants and the operation of Affordable Care Act programs. 

The Budget also includes $ 1 00 million for the Office of Medicare I learings and Appeals 
(OMHA), an increase of $18 million above FY 2014. OMHA received over 600,000 claims in 
FY 2013 compared to 313,000 received in FY 2012. The Budget will support adjudicatory 
capacity and central operations case processing in order to address a critical backlog in the 
number of appeals and maintain the quality and accuracy of its decisions. 

Medicaid Program Integrity'. States have the primary responsibility for combating fraud 
and abuse in the Medicaid program. CMS supports this effort through technical assistance and 
by contracting with eligible entities to carry out reviews, audits, identification of overpayments, 
education activities, and technical support. Other key CMS efforts include measuring Medicaid 
improper payments and efforts to transform the Medicaid data enterprise through the Medicaid 
and CHIP Business Infonnation and Solutions program to provide states, auditors, and reviewers 
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timely access to more complete encounter data and other claims information. The Budget 
includes an additional S25 million per year for the Medicaid Integrity Program. 

Responsible Stewardship of Taxpayer Dollars 
Contributing to Deficit Reductions while \faintaining Promises to all Americans. The 
FY 2015 Medicare and Medicaid legislative proposals seek to strengthen these programs through 
payment innovations and other reforms that encourage high quality and elTicient care while 
continuing to reduce health care cost growth. Medicare savings would total $407 billion over 10 
years by encouraging bcnericiaries to seek value in their health care choices, strengthening 
provider payment incentives to promote high-value, efllcient care, and lowering drug costs. The 
Budget includes $7.3 billion in savings over 10 years to make Medicaid more flexible, effictent, 
and accountable. Together, the FY 2015 legislative proposals allow HHS to support the 
Administration's complementary goals of investing in the future and establishing a sustainable 
fiscal outlook. 


Opportunity, Growth, and Security Initiative 

The Budget proposes a $56 billion, government-wide initiative to support both domestic 
and security expenditures that reflect the President’s priorities to grow the economy and create 
opportunities. Resources for the initiative would be offset with a balanced package of spending 
reductions and the closing of tax loopholes. Multiple, specific HHS programs would benefit 
from the initiative. 

Motional Institutes of Health. An additional $970 million would be pro\ided by the 
initiative to increase the NIH budget to $31.3 billion. Funds would be used to increase the 
number of new grants funded by 650, and provide additional resources for signature activities 
such as the BRAIN Initiative, improving the sharing and analysis of complex biomedical data 
sets, expanding research on Alzheimer’s disease and vaccine development, further accelerating 
partnership eflbrts to identify and develop new therapeutic drug targets, and other innovative 
projects. 

Head Start. The initiative would also provide an additional $800 million to further 
expand Early Head Start - Child Care Partnerships. This investment would bring total funding 
for Early Head Start - Child Care Partnerships to $1 .5 billion in FY 2015, and provide access to 
high-quality early learning programs for a total of more than 100,000 children. 

Thank you for the opportunity to testify. 1 will be happy to answer any questions you may 

ha^e. 
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Chairman CAMP. Well, thank you, Madam Secretary. 

The Secretary has a hard stop at 12:15. And in the interest of 
time, questions will be limited to 3 minutes. I am going to hold my 
questions to the end of my time and yield to the Health Sub- 
committee Chairman, Kevin Brady, to begin questioning. I will 
then recognize Health Subcommittee Ranking Member McDermott, 
and then we will start in reverse order of seniority. If we run out 
of time before I have an opportunity to ask questions, I will submit 
mine for the record, and would ask that I get a timely response to 
those. 

The Committee still seeks some basic information about how 
many people have paid their premiums, how many uninsured are 
actually enrolled in the exchanges, how much the launch of ex- 
changes has cost taxpayers, and what programs were cut to pay for 
the implementation that really didn’t work. So if we can get an- 
swers to those questions during the hearing, I think that would be 
helpful. 

Mr. Brady is now recognized. 

Mr. BRADY. Thank you, Mr. Chairman. 

Madam Secretary, you were before the Committee in April of last 
year. You assured us all there would be absolutely no more delays 
in the Affordable Care Act. We have seen eight delays since you 
gave us those assurances, bringing the total now to 35. So the 
question is, I think fairly for our families at home, what other 
delays should they expect? Are you going to delay the mandate that 
individuals have to buy government-approved health care or pay a 
tax? 

Secretary SEBELIUS. No, sir. 

Mr. BRADY. Are you going to delay the open enrollment beyond 
March 31st? 

Secretary SEBELIUS. No, sir. 

Mr. BRADY. Is it correct that you don’t have the authority to ex- 
tend that deadline? The position that the Centers for Medicare & 
Medicaid Services have made, you agree with that? 

Secretary SEBELIUS. I haven’t seen their statement, sir, but 
there is no delay beyond March 31st. 

Mr. BRADY. Well, my question is, the law very clearly makes 
the case that tax credits are available only to individuals who are 
enrolled through the exchanges. Yet 2 weeks ago in regulation you 
deemed that individuals who haven’t enrolled in the exchanges are 
eligible for those tax credits. My question is, what specific provision 
in the Affordable Care Act grants you that authority? 

Secretary SEBELIUS. Well, sir, I can get you the specific cite, 
but the authority really comes from the law, which states if a per- 
son is eligible for the Affordable Care Act and in the exchange 
process, then they are eligible for a tax credit. We have made it 
clear that if through no fault of their own they were unable to en- 
roll, that eligibility extends to a delayed enrollment period, and 
they will have a special enrollment period which we have the au- 
thority to grant. 

Mr. BRADY. Madam Secretary, to be very clear, the law is very 
plain, only people enrolled in exchanges are eligible for tax credits. 
As the Committee that handles the tax credits, we know this sec- 
tion well. So maybe you could ask the folks who are here today. 
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Secretary SEBELIUS. Sir, I would be happy to get you the statu- 
tory authority. 

Mr. BRADY. Your experts are behind you. If you would like to 
ask them, please do. But there is no provision there. 

Secretary SEBELIUS. Sir, I will get you this in writing. 

There is a provision that indicates that if a person is eligible, the 
eligibility — and in the enrollment process — we can grant a special 
enrollment period. 

Mr. BRADY. I guarantee you. Madam Secretary, you won’t be 
getting us back that provision because it is not there. And my point 
is, if you delayed this law because it is not workable for businesses, 
why aren’t you delaying this law because it is not workable for our 
families? How is that fair? 

Secretary SEBELIUS. I am sorry, sir? 

Mr. BRADY. How is it fair that you delayed this law because it 
is unworkable for businesses of all sizes, but it is not workable for 
families? Why aren’t they getting the same treatment? 

Secretary SEBELIUS. Well, sir, we haven’t delayed the law’s im- 
plementation across the board. 

Mr. BRADY. Not across the board, but for businesses, large busi- 
nesses, medium and small. 

Secretary SEBELIUS. Ninety-four percent of business owners 
are less than 50, and the law has never applied to them. There are 
2 percent of business owners who are in the above 100 percent. 
They have an additional year to fill out paperwork. Another 2 per- 
cent — 

Mr. BRADY. Madam Secretary, it is just not fair. 

Chairman CAMP. Time has expired. 

Mr. McDermott. 

Mr. MCDERMOTT. Wow. Take a breath. 

Your budget contains several proposals for structural reforms to 
Medicare, all of which will increase the cost on beneficiaries. What 
I don’t see in your budget is Medicare reforms that ask providers 
and pharmaceutical companies to share in the pain. Frankly, that 
concerns me. I think there ought to be a sharing of the pain among 
the providers and those who benefit from Medicare. 

As you know. Medicare beneficiaries already spend a dispropor- 
tionate share of their income on health care compared to those 
under age 65, and upper-income Medicare patients pay more. 

Now, I understand these proposals, while they concern me, were 
put into the budget as a part of a so-called big, bold, balanced 
budget deficit reduction plan, one that calls for shared sacrifice 
among working and retired Americans, wealthy or not. 

So let me ask this question. The notion that completely seems to 
be around here is much different that you can cherry pick those 
Medicare reforms here and one there, sort of low-hanging fruit as 
a way to offset or to pay for the SGR. Our Republican colleagues 
have been talking about doing this. And I think that it is hard for 
that to actually occur, because SGR needs to be fixed. There is not 
actually a documented access problem throughout the program. 
And it seems unconscionable to ask those with household incomes 
averaging $23,000 a year to pay more in order to increase pay- 
ments to doctors. 
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My question is this: Does the Administration support cherry 
picking structural reforms which would increase costs for Medicare 
beneficiaries, or are those reforms solely intended as a part of a 
substantial deficit reduction package with shared sacrifice for all 
Americans? 

Secretary SEBELIUS. Well, Congressman, as you know, the 
President has said for a number of years that he remains hopeful 
for a big deal, tax reform, entitlement reform package that would 
put us on the path to multiyear fiscal solvency. And so I think in 
the context of those reforms, that is why these proposals continue 
to be made in the budget, but it is in the context of a major effort. 
Entitlement reform is a piece of the puzzle, but only a piece of the 
puzzle if there is additional tax reform and revenue sharing that, 
as you say, involves everyone. 

Mr. MCDERMOTT. So the White House doesn’t support selecting 
out pieces to pay for SGR. 

Secretary SEBELIUS. Well, I think the budget is a package that 
moves forward, and the cherry picking of one piece or another 
gives, as you say, undue burden on seniors. 

Chairman CAMP. All right. Thank you. 

Mr. Renacci is recognized. 

Mr. RENACCI. Thank you, Mr. Chairman, for holding this hear- 
ing on the President’s budget. 

Chairman CAMP. I think you need to lean into the microphone. 

Mr. RENACCI. It is not working. 

Mr. CROWLEY. These aren’t working. Are you pulling an Issa 
on us? This isn’t an Issa, is it? Just making sure. 

Chairman CAMP. There we go. Mr. Renacci is recognized. 

Mr. RENACCI. Thank you, Mr. Chairman, for holding this very 
important hearing on the President’s budget and allowing us the 
opportunity to question the Administration on behalf of our con- 
stituents. 

Secretary Sebelius, welcome back, and thank you for taking the 
time to speak with us today. 

Madam Secretary, Obamacare was sold to the American people 
as a bill that would make health care more affordable. In my State 
of Ohio, it has become clear this is not the case, as premiums, de- 
ductibles, and out-of-pocket costs have increased for a significant 
number of Americans, causing working-class families and young in- 
dividuals to spend more of their hard-earned pay on healthcare ex- 
penses. In fact, I have had many individuals in my district who are 
now covered who can’t afford their deductibles now questioning me 
as to what they are supposed to do to access health care. 

Mr. Chairman, I would like to submit for the record a transcript 
of an interview between NBC News and Secretary Sebelius on Sep- 
tember 30, 2013. 

Chairman CAMP. Without objection. 

Mr. RENACCI. Madam Secretary, in an interview on September 
30, 2013, you said, when asked regarding Obamacare, what success 
would look like. Your answer, and I quote, was, “I think success 
looks like at least 7 million people signed up by the end of March 
2014.” Open enrollment ends this month, and you are well short of 
that target. Based on your own standards, Obamacare will not be 
successful at the end of March 2014. What do you now call success? 



18 


Secretary SEBELIUS. Well, Congressman, I think that in answer 
to your initial question, I don’t know the constituents you are 
speaking to, but I can give you a national snapshot where private 
insurance rates in the 10 years before Obamacare were running 
about 8.6 

Mr. RENACCI. Madam Secretary, can I get you to answer that 
question on what is now success because I only have 3 minutes? 

Secretary SEBELIUS. Well, success looks like millions of people 
with affordable health coverage, which we will have by the end of 
March, in the private marketplace, in Medicaid, young adults on 
their family plan. So we will have I think a successful program. We 
have a market, we have competition. We have for the first time 
self-employed individuals who don’t have affordable care through 
their worksite getting affordable coverage. 

Mr. RENACCI. So you are changing your standard of 7 million 
by the end of March 31st. 

Secretary SEBELIUS. I said success looks like millions of people 
having affordable health care. 

Mr. RENACCI. Actually, you said 7 million. I have one other 
question. In that interview, you also talked about deductibles, and 
your answer was, “Well, I think families can make a choice. It isn’t 
something they can pay for. A lot of people couldn’t pay their out- 
of-pocket, they will want a lower deductible.” Can you answer the 
question as to how about those people in my district who can’t af- 
ford a lower deductible? What should they be doing? 

Secretary SEBELIUS. Again, sir, I think that the range of plans 
in the marketplace is more robust than the range of plans ever has 
been in the individual marketplace or in the small group market- 
place. Some, as you know, have lower premiums in exchange for 
higher deductibles, some have lower deductibles and higher pre- 
miums. But that range has never been there, nor have the millions 
of Americans who now qualify for some financial help to get into 
the marketplace to have that benefit. So I meet people every day 
who are actually having affordable health care for the first time. 
They have never had employer-based health care, and they have an 
opportunity for health security for themselves and their families. 

Chairman CAMP. All right. Thank you. 

Ms. Sanchez is recognized. 

Ms. SANCHEZ. Okay. My mike is working. Thank you, Mr. 
Chairman. 

And, Madam Secretary, I want to thank you for taking the time 
to appear before the Committee today to discuss the Administra- 
tion’s fiscal year 2015 budget. 

I continue to believe that budgets are a reflection of what our 
priorities are in this country, and our priorities should be pretty 
clear: creating an environment for good-paying jobs that allow 
workers to support a family, properly funding health care for all, 
and protecting benefits for those who have earned them. Those 
should be the focus. And I am happy to see that the President’s 
budget does reflect some of these goals. 

Specifically, just some things I wanted to point out, the proposed 
2015 budget gets rid of a misguided approach to chained CPI, to 
change the chained CPI balanced on the backs of our seniors. It ex- 
pands HIV/AIDS treatment and care through investments in the 



19 


Ryan White HIV/AIDS program and CDC activities. It funds the 
National Institutes of Health at $30.2 billion, and provides $140 
million in services for victims of domestic violence. 

As one of the few women who sit on this Committee, I think I 
would be remiss if I didn’t spend at least a few moments on issues 
that are specific to women’s health care. I want to talk about Title 
X. It is the only Federal program exclusively dedicated to family 
planning and reproductive health services. Publicly funded family 
planning services have helped reduce the rates of unintended preg- 
nancy and abortion in the United States. And in fact the CDC has 
included family planning on its list of the top 10 most valuable 
public health achievements of the 20th century, along with things 
like childhood vaccinations and fluoridation of drinking water. 

I was pleased to see that the President’s budget calls for a slight 
increase in Title X funding. And I was wondering. Madam Sec- 
retary, if you agree that the investment in family planning services 
is a valuable one that reduces government healthcare expenditures 
in the long run. 

Secretary SEBELIUS. Well, I think it has been shown. Congress- 
woman, that family planning and having families be able to make 
choices about the timing of children and the timing of pregnancy 
is a huge health issue and a huge family security issue, and we 
have made some significant strides. 

I would also point out that as part of the Affordable Care Act, 
insurance policies now will cover a full range of health services for 
women, which was not necessarily the case. They will not be al- 
lowed to charge women more than men, which was typically a fea- 
ture in the individual market, and for the first time have a focus 
on women’s health issues, including family planning issues. 

Ms. SANCHEZ. And do you think that the increased access to af- 
fordable birth control will affect healthcare costs overall under the 
Affordable Care Act? 

Secretary SEBELIUS. Well, what we have seen, actuaries of pri- 
vate insurance companies will tell you that actually having contra- 
ception services as part of their package decreases costs because 
they pay for fewer unintended pregnancies and sometimes preg- 
nancies that could result in very high birth and followup costs. So 
as an actuarial point of view, it is actually a net gain in terms of 
overall health costs. But more importantly, it allows families to 
make their own choices about families and timing, and the health 
of the mother and the health of the child are often significantly im- 
proved by that timing. 

Ms. SANCHEZ. Thank you. Madam Secretary, and I yield back. 

Chairman CAMP. Thank you. 

Mr. Griffin. 

Mr. GRIEFIN. Thank you, Mr. Chairman. Apparently it is not 
working now. 

Secretary SEBELIUS. It is just when you try to use it that it 
doesn’t work. 

Chairman CAMP. Right. Why don’t you come up. 

Mr. GRIEEIN. I think a website manufacturer and website devel- 
oper has been working on our mike system. 

Thank you for coming. I appreciate it. What I would like to talk 
with you a little bit ab^out is the issue of investments. You men- 
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tioned investments. Almost every constituent that comes to see me 
in my office talks about the need for additional funding, for exam- 
ple, for the NIH, for Alzheimer’s research, for cancer research, MS, 
diabetes. They may talk about education, they may talk about 
some other program that is funded by discretionary spending. And 
a lot of times when people mention investments, that is what they 
are talking about. 

I have supported increasing NIH research funding. I wish we 
had the money to increase it drastically. But the reality is that that 
funding is getting pressured or squeezed out by the growth of enti- 
tlement spending. If you could look, I have a slide here. 

[Slide] 

So this is something that President Obama said in 2011. “If you 
look at the numbers. Medicare in particular will run out of money, 
and we will not be able to sustain that program no matter how 
much taxes go up. I mean, it is not an option for us to just sit by 
and do nothing.” 

Next slide. 

[Slide] 

This is what I call the Pac-Man problem. I use this to explain 
to folks who come to visit me why the funding that they are in 
favor of, which often I favor, NIH funding, for example, why it is 
under pressure. And it is under pressure because the yellow part, 
which we recognize as Pac-Man, is continuing to close its mouth on 
all the stuff that you refer to as investments. And HHS Secretary 
after HHS Secretary, I have talked to both Administrations, Re- 
publican and Democrat, praise their budget as fixing the problem. 
But the problem persists. 

And I just invite you to work with us for real reform on Medicaid 
and Medicare to fix this. And I would welcome your comments on 
how your budget will address this problem. 

Secretary SEBELIUS. Well, sir, I would welcome the opportunity 
to work on a serious, big budget deal, including entitlement reform, 
but also including tax reform and revenue sharing, and spread that 
equally across the board. 

I would say that the passage of the Affordable Care Act was one 
of the most significant issues of late to increase the solvency of the 
Medicare Trust Fund. The trustees put that passage at about a 12- 
year additional solvency. This budget adds an additional 5 years. 
So when this President came into office Medicare was likely to go 
broke in 2017. That window has now been significantly extended. 
And this Committee has voted 50 times to repeal those very 

Mr. GRIFFIN. But you are robbing Peter to pay Paul, and the 
seniors are bearing that burden. 

Chairman CAMP. All right. Time has expired. 

Mr. Crowley. 

Mr. CROWLEY. Thank you, Mr. Chairman. 

Madam Secretary, thanks so much for being here once again 
today. I am up here now. They moved me. Madam Secretary, they 
moved me up here. I am sorry. I know. Musical chairs. It is going 
to take a long time for me to get up here normally speaking. I 
thank the Chairman for this opportunity. 

Secretary SEBELIUS. Just don’t give it up. 

Chairman CAMP. Don’t get used to that seat. 
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Mr. CROWLEY. I am not getting used to it. I am enjoying my 
time here. I have very little time. 

The Affordable Care Act has made great strides in improving ac- 
cess to quality health care, such as by closing the prescription drug 
coverage gap, strengthening the Medicare program, and estab- 
lishing competitive marketplaces for working families to purchase 
insurance, for many people for the first time. I am glad that the 
budget sustains and builds upon these successes. 

I am also pleased to see that this budget looks toward the future 
on improving our healthcare system, such as through the new phy- 
sician workforce proposal growing the need for more doctors at the 
same time. Projections show that by 2020 the United States will 
face a physician shortage of more than 91,000 physicians, growing 
to over 130,000 physicians by 2025, not that long from now. That 
is both primary care physicians and specialists. 

So clearly there is a need for continued Federal investment in 
doctor training. Yet I am concerned that some of the proposals in 
this budget would fundamentally change this longstanding contract 
on how doctor training is supported in our country. Our Nation has 
long recognized the need for doctor training to be a shared invest- 
ment between our medical schools, residency training programs, 
and the Federal Government. Medical schools have increased grad- 
uating classes, and teaching hospitals are training residents above 
and beyond what Medicare supports. 

In my home State of New York, there are almost 840 residents 
currently being supported by hospitals alone because Medicare 
can’t fund these positions. Nearly 10,000 residents nationwide are 
in a similar situation. There is a clear and obvious demand for 
more residency slots even within the Medicare program, dem- 
onstrating that this is not the time to be drawing teaching dollars 
away from Medicare to other programs. 

I have introduced legislation, the Resident Physician Shortage 
Reduction Act, to meet the real need of adding additional residency 
spots in these specialties, as well as in the primary care area. If 
you could, please comment in terms of the budget itself and the ef- 
fect that this will have on teaching hospitals. I don’t think this is 
the time to be taking away those moneys. We need to be adding 
money to produce the number of physicians we will need in lieu of 
the Affordable Care Act. 

Secretary SEBELIUS. Well, Congressman, I think the President 
definitely shares your view that the healthcare workforce is of 
enormous importance. And we certainly have been focusing on that 
since the beginning of this Administration. 

I would say there are three major components of a significant, 
$14.62 billion workforce initiative over the next 10 years. Increas- 
ing the size of the National Health Service Corps, which goes a 
long way to putting doctors, nurses, mental health techs, dentists 
in underserved communities, growing that force to about 15,000 
from its current 8,800 and keeping it there. 

Second, to focus on the targeted support for graduate medical 
education, really again driving not only the primary care workforce, 
but specific underserved specialty areas. Currently, hospitals kind 
of pick and choose which residencies they will slot. And we think 
at this point it is more helpful to really focus on the great need for 
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primary care, preventive care, community-based care, nurse practi- 
tioners, so that the growing population of elderly and others, who 
hopefully will stay out of the hospital, will have that kind of care. 

And third, to continue the increase that was passed in the Af- 
fordable Care Act for primary care doctors who take Medicaid pa- 
tients. And I think those three initiatives combined will really do 
a significant amount to increase the primary care workforce, but 
also to make sure that primary care docs and nurses are in the 
right places in the most underserved areas. 

Chairman CAMP. All right. Thank you. 

Mr. Kelly is recognized. 

Mr. KELLY. I thank the Chairman. 

Madam Secretary, thanks for being here today. I just want to get 
directly to the budget, because on page 33 of the budget it high- 
lights or alludes to a potential large tax increase that is not de- 
fined. Now, reading from page 33, this is what it says: “Even with 
reforms to Medicare and other entitlements and tough choices, we 
will need additional revenue to maintain our commitments to sen- 
iors.” 

Now, as I read this, it looks like an open-ended discussion, but 
with no real specifics. What specifically are we going to do? Be- 
cause we are past the rug-cutting time. Where do we go? Where do 
we go to get this revenue? What taxes are going to have to come 
about? 

Secretary SEBELIUS. Well, I think. Congressman, as you know, 
there have been discussions over the last several years. The Presi- 
dent has proposed a number of tax loopholes being closed. 

Mr. KELLY. And I understand. I don’t want to cut you short. I 
have a very short period of time. 

Listen, we are playing ring around the rosy with this. There is 
no way that we can look at the metrics of this and say this is going 
to work. My question is, because the real choice right here is be- 
tween entitlement reform or going to some other type of a tax, 
which I think a lot of people on the right and left are saying we 
are going to have to have a European-style VAT tax. This is going 
to put a tremendous burden on the middle-income folks, the lower- 
middle-income folks, and the lower-income folks because it hits 
every one of them hard, hard. Nobody walks away from this. Eorget 
all the subsidies and everything else. 

I want to know where are you going to get the money? Show me 
the money. If there is not going to be reform, show me the money. 
Where is the revenue going to come from? Because we know in this 
model you tax it, you fine it, it is through taxes, fines, fees, or bor- 
rowing, or God forbid just printing our way out of it. So where is 
the money going to come from? 

Secretary SEBELIUS. Well, sir, nobody, as you know, in this Ad- 
ministration has ever suggested a VAT tax. I think what we are 
eager to do 

Mr. KELLY. Not yet. Not yet. 

Secretary SEBELIUS [continuing]. Is work with Congress on a 
comprehensive program which shares the burden, not taking it out 
of the backs of seniors, of the backs of the poorest Americans. 

Mr. KELLY. No, no, no, no, no. Listen, listen. 
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Secretary SEBELIUS. That has always been the proposal in the 
past. 

Mr. KELLY. Madam Secretary, we agree, we agree violently on 
that. It comes down to dollars and cents. You can’t wave a magic 
wand and make this money appear. You can’t do it. If we are not 
going to have serious entitlement reform, where is it going to come 
from? It is simple math. The President says it all the time. Just 
do the arithmetic. It doesn’t float. 

Secretary SEBELIUS. Well, I would say some of the most serious 
entitlement reform is underway right now under this Administra- 
tion. We have cut in half the cost trajectory of Medicare year in 
and year out. We are seeing the slowest growth in 50 years in the 
program. Plus more Medicare beneficiaries coming in and more 
benefits. So I would say that it is underway. 

Mr. KELLY. I understand that. But sometimes it is much easier 
to talk the talk than it is to walk the walk. We heard this wouldn’t 
cost us anything, and now we are finding out it is trillions more 
than we thought. It is just not working. I am looking at this, and 
the reform is absolutely necessary. I just don’t see anybody walking 
that plank. 

And I don’t see any specifics of this. We can talk in flowery terms 
about what we want, what our hearts are willing to do, but what 
our wallets can’t provide. The question is, how do you pay for it? 
It has to be tax increases. It can’t come from anyplace else. I wish 
it was, just tap a magic wand and the money just magically ap- 
pears. It doesn’t. We are on a heck of a trajectory right here, and 
there is no way out of this absent real reform or huge tax in- 
creases. There is just no other way to do it. 

Chairman CAMP. All right. The time has expired. We will try 
the mikes again. 

So, Mr. Pascrell, you are recognized. 

Mr. PASCRELL. Thank you, Mr. Chairman. 

Madam Secretary, I am glad that we are now all talking about 
middle-income people. Well, we have come a long way in 3 years. 
That is good. I think we are on the right trail. 

But let’s change the pace a little bit. The commitment that the 
President has made to expanding educational opportunities and the 
investments in research and science within this budget are things 
I strongly support. The BRAIN Initiative is one of the investments 
that I think is particularly worthwhile. Today, we are celebrating 
what we have done for the past 14 years in the Rayburn Building, 
all the research that is being done both in the military and the ci- 
vilian on traumatic brain injury, post-traumatic stress disorder, 
which has now helped in many, many ways to help our kids in 
making sport decisions. 

The BRAIN Initiative is one of the investments that I think is 
worthwhile. As cochair of the Traumatic Brain Injury Task Force, 
along with Congressman Rooney of Pennsylvania, I am well aware 
of the advances that we have made in research in the brain in re- 
cent years and how much we have learned and continue to learn. 

Your presence here today is very timely. As I said, the Congres- 
sional Brain Injury Awareness Day is evident on Capitol Hill, and 
a number of your offices are participating. The Centers for Disease 
Control and the CDC estimates that 2.4 million TBIs occur each 
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year and that 5.3 million Americans live with a lifelong disability 
as a result of TBI. 

Beyond those numbers, TBI has become the signature wound in 
Iraq, as well as in Afghanistan. Twenty percent of our soldiers de- 
ployed are estimated to have experienced brain injury. This is seri- 
ous. What is even more serious is how many have fallen through 
the cracks. 

It is because of this Congress and the last three Presidents that 
we finally have come to the point of recognizing it and have 
stopped sweeping it under the rug, and we have insisted on it in 
a bipartisan way. Brain injuries can impact anyone at any time. 

I know this $200 million commitment, which is double the invest- 
ment in last year’s budget, is not just coming from your Depart- 
ment. But can you speak to the goals of the BRAIN Initiative and 
how important it is that we pay attention to what is going on in 
that research? Very briefly, if you would. 

Chairman CAMP. Okay. Time has expired. But if you will re- 
spond briefly. And if you want to supplement in writing a longer 
response, that would be fine. 

Secretary SEBELIUS. I would be glad to, Mr. Chairman. I would 
say that Dr. Collins, the head of the National Institutes of Health, 
has identified the BRAIN Initiative as one of his signature efforts 
going forward. He has assembled what he would call the dream 
team of top-notch researchers from a variety of institutions and 
mapped out really a very aggressive strategy, multi-year strategy. 

But the private sector will be intimately involved in this. Some 
of the key drug companies are at the table. There is an effort un- 
derway in the drug front to also get them involved in accelerating 
cures. So I would say it is a multifaceted project, and I would be 
glad to get you some more information. 

Chairman CAMP. All right. Thank you very much. 

Mr. Young is recognized. 

Mr. YOUNG. Madam Secretary, thanks for being here today. I 
am going to start on a couple of words of encouragement and ap- 
preciation. First, coming from the State of Indiana, know that our 
delegation, our Governor and the people of our State really appre- 
ciate your consideration of allowing the Healthy Indiana Plan, 
which covers 40,000 low-income Hoosiers, to play an important role 
in terms of our Medicaid expansion in our State. HIP is the first 
consumer-directed plan for Medicaid recipients in the country, and 
thank you for that. 

We also appreciate internally within HHS, and I know this is a 
priority for 0MB, increasing the evaluation of the existing govern- 
ment programs so that we are focusing more on outcomes as op- 
posed to inputs. I would love to work with you on that evidence- 
based approach in the future. 

One of the biggest concerns related to this healthcare law, of 
course, is its impact on jobs and wages. The CBO has indicated 
that the Affordable Care Act will shrink the workforce by the 
equivalent of 2.3 million full-time jobs. Teamsters President James 
Hoffa has said the law, quote, “destroys the foundation of the 40- 
hour workweek that is the backbone of the American middle class.” 
UNITE HERE is a union representing 265,000 casino, hotel, and 
food service and warehouse workers. And they recently published 
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a new report, “The Irony of Obamacare: Making Income Inequality 
Worse.” And I would like to submit this report for the record. 

Chairman CAMP. Without objection. 

Mr. YOUNG. UNITE HERE supported what the President calls 
Obamacare, but they don’t anymore. The report says, “Without 
smart fixes, the ACA threatens the middle class with higher pre- 
miums, loss of hours, and a shift to part-time work and less com- 
prehensive coverage.” You have indicated, as reported in the press, 
“There is absolutely no evidence, and every economist will tell you 
this, that there is any job loss related to the Affordable Care Act.” 

Based on the growing body of evidence, including this report, 
have you rethought whether or not the Affordable Care Act might 
in fact adversely impact wages, hours, and jobs for in particular 
low-income Americans? 

Secretary SEBELIUS. Congressman, I have had some great 
meetings with Governor Pence and look forward to continuing 
those around Healthy Indiana and the expansion. I would say that, 
unfortunately, the Congressional Budget Office report I think has 
been mischaracterized. It does not say that the passage of this 
healthcare law will lead to 2 million fewer jobs. It does indicate 
that people will have some choices that they don’t have today. They 
won’t have job lock until they get to 65, where they have health- 
care guarantees with Medicare. They can choose to stay at home. 
A lot of farm families will have the choice of not having to have 
an off-farm job to get health insurance for the family. 

So there is an average that they give, and they say you could 
have an average number of hours worked less, or they say you 
could have an average number of hours worked more. 

Mr. YOUNG. I see our time has expired. I guess we could lower 
the definition of full-time employment to 20 hours, giving employ- 
ees more flexibility under your analysis of the CBO report. But 
thanks so much for entertaining my questions. 

I yield back. 

Chairman CAMP. Mr. Kind is recognized. 

Mr. KIND. Thank you, Mr. Chairman. 

And, Madam Secretary, thanks for being here, and thanks again 
for your service to our Nation. I know this hasn’t been the easiest 
time, the rollout of the ACA. We didn’t think it would be easy, but 
it is worth trying to do. 

First a comment and then a question for you. My comment, com- 
ing from a very large rural congressional district, just keep an eye 
on those critical access hospitals. They face some unique challenges 
as far as recruitment, retention, and access issues. And I know we 
have had budget discussions about that in the past. 

The question is one of the great stories in recent years, the last 
few years, has been the trajectory of healthcare spending, costs per 
beneficiary, which has never been lower in the last 50 years. I won- 
der if you could just take a moment to tell us what you are seeing 
in regards to the health system that is leading to these cost reduc- 
tions. 

Obviously, part of the Affordable Care Act is to reform not only 
the way health care is being delivered so it is more integrated and 
coordinated and patient-centered, but changing the financial incen- 
tives so it is more value and quality driven. But if you could take 
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a moment and just let us know what you are seeing as far as costs 
and whether these reports are sustainable in the future. 

Secretary SEBELIUS. Well, Congressman, you and a number of 
the House delegation were instrumental in making sure that the 
sort of quality and value pieces were added to the Affordable Care 
Act, that that became a fundamental piece of this. And I would say 
that the framework of having for the first time real tools within the 
Medicare system to look at aligning value with payment is signifi- 
cant. And we are already seeing the first real reduction in prevent- 
able hospital readmissions, a very dramatic change in hospital in- 
fection rates. Good for patients, good for the bottom line. 

In terms of overall expenditures, the 10 years before the Afford- 
able Care Act, Medicare cost growth was on average 6 percent a 
year, year in and year out. Since the passage of the Act, 2010 to 
2012, it was 1.6 percent, a dramatic drop. Last year, 0.7 percent. 
As you say, the lowest cost increases in history. And Medicare 
beneficiaries have more benefits, lower prescription drugs, addi- 
tional costs. Private insurance costs have been cut in half during 
that same period of time. Overall health expenditures in the 
United States per capita were raising at about 6 percent a year. 
They now are at 3 percent a year, again cut in half And Medicaid 
expenditures, again, are seeing the lowest cost increases. 

But in part, it is because I think some of the fundamental struc- 
ture of looking at ways to deliver more effective preventive care, 
earlier intervention with very high-cost patients, some of the pieces 
you put in place with the dual eligibles, a very expensive popu- 
lation, only about 10 million individuals, but people who spend over 
a third of both the Medicare and Medicaid budgets, that work with 
the States is very much underway. So there are some very prom- 
ising trends I think on the horizon. 

Mr. KIND. All right. Thank you. 

Chairman CAMP. Mr. Reed, and then we will go to Mr. Blu- 
menauer. And then we will begin two to one. 

Mr. Reed. 

Mr. REED. Thank you, Mr. Chairman. 

Thank you. Madam Secretary, for being here today. 

I wanted to join with my colleague Mr. Kind to bring a message 
to you. Representing a rural district in western New York, I can 
tell you the Medicare and Medicaid reimbursement cuts that your 
proposals have done and implemented are seriously jeopardizing 
our critical access hospitals, our low-volume Medicare-dependent 
hospitals. I am dealing with two right now, St. James Hospital and 
Lake Shore Hospital. Lake Shore is actually going through a clo- 
sure. St. James is going through a rebuild. 

On the front line, in particular on rural hospitals, these cuts are 
causing significant problems for access to care for our people. So I 
am delivering to you some information, and join my colleague in 
highlighting that need. 

Now, what I wanted to talk to you today about is we just had 
an election in Elorida last night. The Democratic opponent was 
talking a lot about ways to fix the Affordable Care Act. And what 
I wanted to get from you is that the Administration has had 37 sig- 
nificant changes in the Affordable Care Act that it has put forward 
by Executive order and other amendments. And what I am looking 
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for from you, if you have any suggestions, have you supplied to 
Congress, to us, in areas that you want to fix the Affordahle Care 
Act? Has there heen any legislation sent from the Administration 
up to Congress in regards to those fixes? 

Secretary SEBELIUS. I have not sent legislation to Congress, no, 
sir. 

Mr. REED. Yeah, because the answer is zero. I knew the answer 
to that question. I just wanted to see exactly where you were com- 
ing at. So is the Administration’s position that the Affordable Care 
Act is not fixable, therefore there is no need for any legislative 
fixes? 

Secretary SEBELIUS. No, sir, I don’t think that is the case. 

Mr. REED. Okay. So it is fixable. There are areas that you want 
to fix. Could you state for the record what areas of the iMfordable 
Care Act does the Administration want to work with us in order 
to fix? 

Secretary SEBELIUS. Sir, we have said from the outset, from 
the passage of the law in March of 2010, if there are suggestions 
or ways that we 

Mr. REED. So the White House has no suggestions or ideas on 
how to fix it. 

Secretary SEBELIUS. We have implemented a number of 
changes in the way the law was written to ease the transition into 
the marketplace. 

Mr. REED. I appreciate that because we have had the same 
thing up here on the Hill with the employer mandate delay, that 
we passed legislation and then the White House vetoed that, or 
threatened to veto it, and then by Executive order implemented it. 

Secretary SEBELIUS. No legislation has passed the Congress. 

Mr. REED. So if we pass that you will say you will sign that? 

Secretary SEBELIUS. I don’t sign legislation. 

Mr. REED. Well, the White House. What is the White House’s 
position on that? 

Secretary SEBELIUS. The White House made their position 
clear. But no legislation has passed the Congress in the 31/2 years 
that the law has been implemented. And the House has voted 50 
times to repeal the Act. 

Mr. REED. Yeah. So when we pass a bill in the House and the 
White House issues a veto threat to it, that is an indication that 
the White House wants to work with us on policies that it is by 
Executive order implementing? I mean, we have the employer man- 
date delay. You have the health insurance plan, that you can keep 
if you like it. We get threats of veto from the White House on 
things that you are doing by Executive order over there. See, that 
doesn’t make sense to us. Can you explain to the American people 
why that makes sense? 

Secretary SEBELIUS. Sir, I think that the issue is the breadth 
of some of the legislation. We believe strongly that having a transi- 
tion for people who are already insured gradually into ACA-compli- 
ant plans makes sense. The measure considered by the House of 
Representatives was considerably broader than that. It would have 
basically destroyed the new marketplaces. So that was a very dif- 
ferent piece of legislation. 

Mr. REED. That is not true. That is just not true. 
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Chairman CAMP. All right. Time has expired. 

Mr. REED. Thank you. 

Thank you, Madam Secretary. 

Chairman CAMP. Mr. Blumenauer. 

Mr. BLUMENAUER. Thank you, Mr. Chairman. 

Madam Secretary, thank you again for being here. We appreciate 
your tenacity and your patience. I would like to just shift some- 
thing that doesn’t bear directly on the Affordable Care Act. 

I worked very hard on the House version, and it passed this 
Committee unanimously, provisions that would have provided re- 
imbursement for voluntary consultation for patients who are facing 
difficult end-of-life circumstances. It stayed in the bill, but because 
of the reconciliation process it dropped out. 

Since then, the evidence is even more compelling for the need for 
this service. I would just cite Reverend Billy Graham’s most recent 
book talking about the need for families to approach this, or as 
former Majority Leader Bill Frist, in one of the op-eds on Capitol 
Hill, pointed out that because of a lack of this planning and assist- 
ance, quote, “patients are more likely to receive medical interven- 
tions that can actually prolong or worsen their suffering and will 
certainly increase the expense of their loved ones.” 

Yesterday, I joined with the American Association of Clinical On- 
cology, who had just a great report about this, and included a pro- 
vision that I think is very compelling that they have research that 
shows, if you do this right, if you work with patients, you can actu- 
ally, by adding palliative care, people will actually live up to 3 
months longer while they get chemotherapy. 

Well, in November 2010, CMS released a final payment rule that 
would have reimbursed Medicare doctors to have conversations 
with their patients on options for end-of-life care. This provision 
would have given people more control. And it speaks to much of the 
legislation, bipartisan legislation cosponsored by a number of peo- 
ple on this Committee, that Dr. Roe and I have introduced. Yet just 
days after that final rule went into effect, the Administration re- 
versed course, pulled it back, and it has been 4 years, because of 
some sort of procedural something. 

Is there some way that we can work with you and our legislation 
so that we can give people, at no cost to the Federal Government, 
something that 92 percent of the American public thinks they 
want? Is there a way that this Administration can work with this 
Committee on a bipartisan basis to solve this problem? 

Secretary SEBELIUS. Yes, Congressman, I would welcome that 
opportunity. I can tell you it is a personal passion of mine. My 
mother spent her last 10 weeks in three different hospitals with 
dozens of procedures, and basically I would see it as being tortured 
to death. So I welcome the chance to look at how families and pa- 
tients and providers can have more control over those end-of-life 
decisions. 

I also think that — two things I would point out. One is that you 
did add to the Medicare benefits a wellness visit, a yearly wellness 
visit, which gives patients and doctors an opportunity to have con- 
versations about health plans and potentially, you know, have a 
conversation about issues that arise in critical care. But, also, we 
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are very much working with revisions in the hospice benefit area, 
and we hope soon to 

Mr. BLUMENAUER. It is very important. I see my time has ex- 
pired — 

Chairman CAMP. Thank you. 

Mr. BLUMENAUER [continuing]. But I would hope after 4 years 
that you could revisit the rule or that you support our bipartisan 
legislation so we can solve this. 

Chairman CAMP. All right. 

Mr. BLUMENAUER. Thank you very much. 

Chairman CAMP. Ms. Black and then Mr. Marchant. Ms. Black 
is recognized. 

Mrs. BLACK. Thank you, Mr. Chairman. 

And, Madam Secretary, thank you for being here. I think that 
this dialogue is so important for us to have because these are big 
issues that directly impact individuals and their lives. 

So my first question for you is, do you believe that the individual 
mandate tax penalty is an essential component of the implementa- 
tion of Obamacare? 

Secretary SEBELIUS. Congresswoman, I think that the mandate 
issue came from, I think, originally the Heritage Eoundation and 
some other legislative analysis that ties it to getting rid of the pre- 
existing-condition barrier for insurance companies. 

Mrs. BLACK. So you do believe that it is an important compo- 
nent? 

Secretary SEBELIUS. You need to apply them together. Yes, 
ma’am. 

Mrs. BLACK. You do believe. 

So I ask this question because in the Wall Street Journal edi- 
torial today, it was exposed that a rule released last week quietly 
excused millions of people from the requirement to purchase insur- 
ance or else pay a tax. And the rule actually allows Americans 
whose coverage was cancelled to opt out of the mandate altogether. 

Now all you need to do, according to this, is fill out a form attest- 
ing that your plan was cancelled and that you believe that your 
plan options available in the Obamacare mandates in your area are 
more expensive than what was cancelled or that you consider other 
available policies unaffordable. 

Eurther, there is also a provision that says people can also qual- 
ify for hardship for the unspecified non-reason, and I quote, you ex- 
perience another hardship in obtaining health insurance, which 
only requires documentation if possible. And yet another waiver is 
available to those who said they are merely unable to afford cov- 
erage regardless of their prior insurance. 

In a word, these shifting legal benchmarks offer an exemption to 
anyone who conceivably wants one. Keep in mind, though, that the 
White House actually argued at the Supreme Court that the indi- 
vidual mandate to buy insurance was indispensable to the law’s 
success. 

So my question for you is: It just seems to me that only the peo- 
ple who might be subject to this individual tax are those who were 
never insured. Because these are the people that were insured and 
then for whatever reason — do you think that this is fair? 
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Secretary SEBELIUS. Well, Congresswoman, I did not read the 
Wall Street Journal editorial. I will read that later today. But I can 
tell you the description that you have just made is not accurate. 

The hardship exemption was part of the law from the outset. 
There were some very specific rationale there, and it starts with 
the notion that if you can’t afford coverage, you are not obligated 
to buy coverage. And that has always been a framework. What this 
says is, if your plan is unaffordable, you can file a hardship exemp- 
tion. That was the part of the rule that was also included. 

Mrs. BLACK. So if your plan is unaffordable 

Secretary SEBELIUS. It has always been based on affordability 
of coverage. 

Mrs. BLACK. And if you feel your plan is unaffordable, you sign 
a form to say, attestation, my plans — I can’t find a plan that is af- 
fordable for me, you just sign a document 

Secretary SEBELIUS. That is what the hardship exemption has 
always been based on, unaffordability of insurance. It has a meas- 
ure in it 

Mrs. BLACK. So all of these 

Secretary SEBELIUS [continuing]. About income, that if you are 
offered employer coverage, but it has always been in 

Mrs. BLACK. Madam Secretary, all of these provisions that came 
out in this rule that was sort of hidden, not very much exposed, 
you feel that was already in the law previously and this is not a 
new piece. 

Secretary SEBELIUS. What this allowed — the new piece is not 
the hardship exemption, which has always been part of the law. 

Mrs. BLACK. Okay. 

Secretary SEBELIUS. It allowed people who could not find an af- 
fordable option to also have the option of purchasing a catastrophic 
policy. That is the new piece, but it is not to get the exemption. 
The exemption has always been based on a hardship exemption. 
That has always been part of the law. 

Mrs. BLACK. I can tell you, with 37 different changes in this 
law, my folks are really confused about what this law does and 
doesn’t do and what applies to them. 

Chairman CAMP. All right. 

Mr. Marchant. 

Mr. MARCHANT. Thank you, Mr. Chairman. 

Secretary Sebelius, I have been hearing from the seniors in my 
district who rely on Medicare Advantage plans to fund their health 
care. They are very concerned as they are seeing their benefit re- 
ductions increase and the result of the recent cuts to the program. 

It may come as a surprise to many seniors that only a small per- 
centage of the cuts resulting from Obamacare have actually gone 
into effect. The vast majority of mandated Medicare Advantage 
cuts have not yet gone into effect and are backloaded in the Afford- 
able Healthcare Act. 

Can you please tell the seniors in my district that depend every 
day on their Medicare Advantage plans what to expect in the com- 
ing years once the Obamacare Medicare cuts are fully imposed? 

Secretary SEBELIUS. Congressman, I think there is a very good 
story to tell on Medicare Advantage. 
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Seniors are benefiting from what has happened since 2010 in a 
number of ways. The premiums in Medicare Advantage have fallen 
by 10 percent since 2010. The enrollment has increased to nearly 
33 percent — has increased 33 percent to nearly 30 percent of Medi- 
care beneficiaries choosing Medicare Advantage plans. Quality has 
improved, with our five-star quality rating system. And taxpayers 
and other Medicare beneficiaries who were subsidizing the overpay- 
ment to insurance companies are now again seeing the benefits of 
that. 

So enrollment is higher, premiums are lower, quality is better. 
We have many more plan sponsors in the market. There is 99.6 
percent of Medicare beneficiaries who have Medicare Advantage 
choices. And I think we are seeing an even stronger program for 
the future. 

Mr. MARCHANT. The Administration has issued countless waiv- 
ers, modifications, and forms of release for business and others af- 
fected by Obamacare. 

Forty percent of the enrollees in Medicare Advantage earn less 
than $20,000 a year. Many of these individuals will have a signifi- 
cant problem in dealing with the premiums and in the cuts that 
they are experiencing in their future. 

Can you guarantee that they will receive the same level of bene- 
fits and the same access to their doctors? Because this is their big- 
gest fear. 

Secretary SEBELIUS. Well, sir, I can’t guarantee the benefits 
that are outside of the Medicare benefit package. Insurance compa- 
nies pick and choose. Some offer free gym memberships, some offer 
free eyeglasses. I can’t guarantee that. 

What I can say is that seniors have more choices than they have 
ever had. They have lower premiums in Medicare Advantage plans 
than they have ever had. And they have higher quality. More 
Medicare beneficiaries are choosing higher-quality plans. And I 
think that is all very good news. 

Medicare Advantage plans are still being paid over 100 percent 
of the costs of fee-for-service. And that is what is gradually coming 
down, but there is no evidence — in 2010, it was stated unequivo- 
cally that these cuts in Medicare Advantage plans would destroy 
Medicare Advantage, that seniors would have no choice. That was 
just fiat-out wrong. And I think there is very good news for the 
seniors now who are choosing Medicare Advantage plans. They are 
paying less and having higher quality. 

Chairman CAMP. All right. Thank you. 

Mr. Larson. 

Mr. LARSON. Thank you, Mr. Chairman. 

Thank you. Secretary Sebelius, for your dedication and hard 
work, and we deeply appreciate it, and also your willingness to 
come before this Committee and others and focus on what has been 
a frustrating rollout but something that is vitally important to the 
American people, our economy, and, most importantly, to the 
wellbeing of our citizens. 

You know, this is an issue that has been debated for the last 4 
years. I was impressed with something that John McCain had to 
say, and I want to submit that for the record. 
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But to summarize, in talking about the Finance Committee and 
what went on and the kind of debate that was taking place in the 
Senate and actually took place here on the floor, what Mr. McCain 
said: The Finance Committee submitted 564 amendments. One 
hundred thirty-five amendments were considered. Seventy-nine 
roll-call votes were taken. Forty-one amendments were adopted. 
Then the Senate Health, Education, Labor, and Pension Committee 
approved the Affordable Care Act by a 13-to-lO vote. Five hundred 
amendments were considered. More than 160 Republican amend- 
ments were accepted. 

It is that kind of framework, even though Senator McCain dis- 
agreed and wanted to see the bill — didn’t vote for the bill. And 
what he said at the end of the day and I think what the American 
people expect is us to work together to improve the bill. 

What we see politically has been an attempt to total repeal to the 
far extreme, saying every single letter of the bill ought to be re- 
pealed, including preexisting conditions, including the great dis- 
parity that existed, especially for women, as it relates to health 
care. 

There are a lot of positive, straightforward, pragmatic, pro- 
grammatic reforms that have been made and are extraordinarily 
helpful to the American people. It is appalling to the American 
public — I come from a State where this is working extraordinarily 
well, where people are able to get insurance when they didn’t have 
it before, where what was called the insurance capital of the world 
is now embracing and changing and meeting these reforms, where 
genomic projects in the biosciences are moving forward in an area 
that is going to be helpful. 

And the only thing that drags the country down is this endless, 
mindless debate instead of constructive criticism about how we can 
work together to improve the health and wellbeing of the American 
citizens. 

Thank you for your service. 

Secretary SEBELIUS. Amen. 

Chairman CAMP. Thank you. 

Mr. Paulsen. 

Mr. PAULSEN. Thank you, Mr. Chairman. 

And, Madam Secretary, thanks for being here. 

You know, Americans needed real healthcare reform before the 
President signed the new healthcare law, and the fact is they still 
need it today. The more we learn about the President’s new health- 
care law, I think the more the facts show it is hurting more people 
than it is actually helping. 

I am hearing from constituents on a fairly regular basis right 
now who are genuinely concerned. Many are upset, many are con- 
fused because of the different delays in parts of the law. And they 
are fearful; they are fearful about the cost to their pocketbooks for 
increased healthcare costs for themselves and their families. 

And instead of getting what the President I think promised when 
it was rolled out, for having lower premiums and lower costs, many 
are now paying more for health care — significantly higher deducti- 
bles, more expensive premiums. Many have lost their insurance, 
the plans that they liked or the plans that they had. Many have 
fewer choices now for doctors and for their plans. 
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And there is no doubt that some companies have been forced to 
scale back hours with more part-time jobs and less full-time jobs, 
and so those employees that had good full-time jobs now have part- 
time jobs. And there are jobs that are being lost. I know the med- 
ical device tax was a central component for the revenue stream of 
the Affordable Care Act, but we have 33,000 jobs now that have 
been estimated to have been lost in this industry. And this is one 
of our best American success stories; this is where health innova- 
tions come from to help patients. 

And I have 51,000 seniors in my district that are part of that 
Medicare Advantage population. And some of the past cuts in the 
MA program and some of the proposed cuts are certainly giving 
them concern for losing benefits or maybe even losing some of their 
plans. 

And I think. Madam Secretary, the irony in all this is that in 
Minnesota, a State like Minnesota, where we had one of the lowest 
uninsured rates before the law was put into place, we are actually 
likely to see an increase in the uninsured number now because the 
law eliminated a lot of the reforms successfully that had been im- 
plemented in a State like Minnesota. 

So my question. Madam Secretary, is: Why should the Adminis- 
tration as a part of your budget request get another $1.8 billion for 
the exchanges and for all the other programs that are associated 
with the rollout of Obamacare? 

Secretary SEBELIUS. Well, again. Congressman, I think that 
the evidence out with the recent health survey in the last 2 days 
indicates that the overall uninsured rate in this country is actually 
going down. So more people have insurance coverage, according to 
the survey, than did before this law was passed. So the evidence 
says that this actually is making an impact, and a positive impact. 

I would also say that the vast majority of Americans have cov- 
erage through their workplaces, and that coverage over the last 3 
years has gotten stronger. There are more consumer protections, so 
they don’t have an annual cap anymore and they can’t run out of 
treatment during chemotherapy, they have some features that 

Mr. PAULSEN. But, Madam Secretary 

Secretary SEBELIUS [continuing]. They didn’t have before. But 
that is in place. 

Mr. PAULSEN. But 

Secretary SEBELIUS. Medicare has gotten stronger with this 
plan. There are additional people who now 

Mr. PAULSEN. Madam Secretary 

Secretary SEBELIUS [continuing]. Have Medicaid benefits. And 
the individual market 

Mr. PAULSEN. I don’t mean to interrupt, but can I just ask one 
more question? Do you expect healthcare premiums to increase 
again next year, on average? Will they go up? Because they cer- 
tainly went up for a lot of folks this year, but do you expect that 
trend to continue next year again? 

Secretary SEBELIUS. I think premiums are likely to go up, but 
go up at a smaller pace. And what we have seen since 2010, the 
increases are far less significant than they were prior to the pas- 
sage of the Affordable Care Act. Yes, sir. 

Chairman CAMP. All right. 
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Ms. Jenkins. 

Ms. JENKINS. Thank you, Mr. Chairman. 

Thank you, Madam Secretary, for being here. Greetings from 
I^9.n.S3.S 

Secretary SEBELIUS. Thank you. 

Ms. JENKINS. I wanted to visit with you about the President’s 
healthcare law and the costs associated with it. The American tax- 
payer, it has been estimated, will be billed nearly $2 trillion over 
the budget window. And the costs continue to mount. A Govern- 
ment Accountability Office, GAO, report issued last year says that 
the law will increase the Eederal deficit $6.2 trillion in the long 
run. 

The cost of this law seems to be rising every time we turn 
around. In the budget proposal that you are here to discuss with 
us today, the President is requesting another nearly $2 trillion for 
the healthcare exchanges. 

And after all of the broken promises — like if you like what you 
have, you can keep it; if you like your doctor, you can keep it; pre- 
miums will go down by $2,500 — I am wondering if you can tell us 
all today what happened to the President’s promise. And I will 
quote him. He said, “I will not sign a plan that adds one dime to 
our deficits, either now or in the future.” This is what he told us 
in a joint session of Congress in September of 2009. “I will not sign 
it if it adds one dime to the deficit now or in the future, period.” 

So given that the President’s budget that you are here to defend 
today never, ever balances, can’t ever point to a time in this Na- 
tion’s future that you will stop spending more money than we take 
in, I am just wondering how you can explain his promise to us, first 
off. 

Secretary SEBELIUS. Well, Congresswoman, greetings back to 
Kansas. 

And the Congressional Budget Office, which I think you all rely 
on for scoring various pieces of legislation, when the Affordable 
Care Act was passed, said that the passage of the Act would save 
about $100 billion in the first 10 years and then closer to $1.1 tril- 
lion in the second decade. They updated that score and made it 
even more generous when cost trends began coming down. 

That is what the Congressional Budget Office said. They have 
scored that again. Every time there is a vote on repeal and ques- 
tions are asked, they continue to say repealing the Affordable Care 
Act would actually add to the deficit, not that it would subtract 
from the deficit. 

So that, I think, is exactly what the President was talking about 
when he said he wouldn’t sign a bill. Unlike the Medicare Part D, 
which was paid for on some credit card and added enormously to 
the deficit and still was never paid for, the Affordable Care Act was 
fully paid for within the scope of the law and was 

Ms. JENKINS. But, Madam Secretary, it is not fully 

Secretary SEBELIUS [continuing]. Scored as detracting from the 
deficit, so 

Ms. JENKINS [continuing]. It is not fully paid for. How can you 
explain — and now that you have the data that indicates this will 
add over $6 trillion to our national debt, what have you proposed 
that is going to bring that into line? 
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Secretary SEBELIUS. I have to tell you, Congresswoman, I 
would be happy to try to answer that. I have no idea what the $6 
trillion to the national debt is based on, so I would love to 

Ms. JENKINS. But you do know what the Government Account- 
ability Office is. And are you questioning their 

Secretary SEBELIUS. I have never seen the study that you are 
talking about. Yes, I 

Chairman CAMP. All right. 

Secretary SEBELIUS [continuing]. Do know what the Govern- 
ment Accountability Office is. Thank you. But I will be happy to 
look up the study. I am not aware of that. 

I do know the scoring on the Affordable Care Act by the Congres- 
sional Budget Office, and it continues to be updated. And I would 
be happy to provide that to you. 

Chairman CAMP. All right. 

Mr. Thompson. 

Mr. THOMPSON. Thank you, Mr. Chairman. 

Madam Secretary, thank you very much for being here and for 
your tireless effort to ensure that people have access to quality, af- 
fordable health care. 

I would like to ask you questions about two things that are in 
the budget, and I will just ask the questions and give you time to 
respond. 

When is the new GME program? I think this is an issue. Ms. 
McMorris Rodgers and I have a bill that would hopefully provide 
more opportunity to train physicians. And, as you know, folks tend 
to practice where they train, and in especially rural and under- 
served areas, this is huge. 

The Administration has a targeted support program, and I am 
just interested in what sort of assurance we will have that they 
will provide training outside of hospitals and in community-based 
settings and what the certainty is going to be in this program. Be- 
cause you know the residency programs take a long time, and I 
want to make sure that the program is in place so folks have a cer- 
tainty. 

And then, second, on the administrative law judge appeals fund- 
ing, the Administration has put $100 million in for Medicare hear- 
ings and appeals. And I know that is a little more than was in last 
year, but I question whether or not it is enough. And what are you 
going to do until the proper funding level is reached to make sure 
that our constituents don’t get hung up in this void? 

Secretary SEBELIUS. Congressman, the training grants will be 
consistent with the workforce goals, which include targeting more 
physicians to primary care and understaffed specialties, encour- 
aging the practice in rural and underserved areas, and encouraging 
training in some of the key competencies for delivery system re- 
form. 

So I think it is very consistent with the outline that you have 
made about your goals in the workforce. And I think that HRSA, 
the Health Resources Services Administration, who would be ad- 
ministering these training dollars, has the expertise in identifying 
the underserved areas throughout the country and the whole work- 
force capacity issue. And that is why I think this program is really 
on target to try to not only train the providers that we are missing 
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but making sure, connecting them to the areas that are the most 
underserved. 

In terms of — what was your second? Oh, yes, the administrative 
appeals. We are doing two things simultaneously, and we would 
welcome the opportunity to work with Congress. We don’t want to 
recede from what are appropriate examinations of overcoding and 
overbilling and fraudulent activities; on the other hand, I think 
there are some system changes we can put in place. 

But we share your concern that beneficiaries should not be in 
some queue waiting for appeals to be made, and we are trying to 
triage the system. But we would love to work with you on it. 

Chairman CAMP. All right. Thank you. 

Mr. Smith. 

Mr. SMITH. Thank you, Mr. Chairman. 

And thank you. Madam Secretary, for taking time to have a con- 
versation with us today. Obviously, the issues are very important. 
I am concerned that some of the policies enacted out of Wash- 
ington, D.C. are actually hurting the very people, individuals they 
were intending to help. 

If you could elaborate or reflect a bit on critical access hospitals. 
We know that that is a singular designation for a number of dif- 
ferent approaches in various parts of the country. And, obviously, 
I represent a large number of critical access hospitals in rural Ne- 
braska. I am sure you are probably familiar with facilities in Kan- 
sas. 

The treatment of these hospitals, with kind of a cookie-cutter, 
one-size-fits-all approach, whether it is the 96-hour rule or whether 
it is the physician supervision, these are very cumbersome and bur- 
densome. I have tried to find out exactly how and why they were 
adopted or proposed, even from HHS and CMS. 

Have those saved money? I mean, can you point to the effective- 
ness of these things? Because it seems to me that the very profes- 
sionals who are trained to make healthcare decisions find Wash- 
ington, D.C. meddling and standing between a patient and their 
provider. 

Secretary SEBELIUS. Congressman, I certainly share your con- 
cern about the important nature of critical access hospitals. And, 
as you say, coming from the State of Kansas, where vast territory 
is rural and closing a hospital often means closing a community, 
I know how essential a hospital presence is. 

I think that what the administrators at CMS are trying to do is 
find the appropriate balance. As you know, critical access hospitals 
are still paid more than 100 percent of Medicare reimbursement. 
There is evidence that the proximity of one hospital to another, 
kind of, belies the definition of critical access 

Mr. SMITH. But that doesn’t lead to — these arbitrary regula- 
tions, say, physician supervision, for example, you know, requiring 
a physician to be on the premises, on the same floor of the prem- 
ises, when a phlebotomist might draw blood in order to be reim- 
bursed, it seems to me that that would actually drive up the cost 
of the delivery of care rather than find an efficiency. 

Secretary SEBELIUS. Well, again, I would be happy to take the 
specifics back and try to find the evidence behind why specific rec- 
ommendations were made. I can assure you that at least the staff 
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that is looking at these situations is very concerned that patients 
not be jeopardized by the care and trying to not add administrative 
burden. 

But I would be happy to, if you could give me some specifics 

Mr. SMITH. Absolutely. 

Secretary SEBELIUS [continuing]. Get the evidence back to you. 

Mr. SMITH. Thank you. And, again, I think these are examples 
that I hope we can avoid of the Federal Government standing be- 
tween a patient and his or her provider. 

Thank you. I yield back. 

Chairman CAMP. Thank you. 

Mr. Buchanan. 

Mr. BUCHANAN. Madam Secretary, thanks for being here 
today. 

I want to touch on the biggest issue in our area, employer man- 
dates. A lot of people are concerned. I am looking at a New York 
Times article. It is about 2 weeks old; I would be glad to give it 
to you. But it says cities, counties, public schools, community col- 
leges around the country are being limited or reducing hours in 
terms of part-time employees to avoid paying healthcare insurance 
under the ACA. And this is coming from State and national leaders 
from around the country. 

Are you aware of this? And do you have any sense of the impact 
that this is having on communities? And I can tell you in our com- 
munity, in Sarasota-Bradenton, Florida, it is a gigantic issue. 

Secretary SEBELIUS. I have heard. Congressman, certainly, con- 
versations about the 30-hour, kind of, cliff: that more than 30, peo- 
ple would be required to provide health coverage for those employ- 
ees; less than 30, they would not. Again, I think there is disputing 
evidence of what is happening with that, but we are watching it 
very closely 

Mr. BUCHANAN. I would just ask you to take a look at it. We 
need to clearly — because this is — I know we are trying to get more 
health care out there, but everybody is taking, in a sense, a 25-per- 
cent pay cut. 

I also want to mention something you said earlier, about the fact 
that it only affects 2 percent of the businesses. Do you have any 
idea — it is one way to spin it or present it, but do you have any 
idea what the 2 percent make up in terms of the number of jobs, 
the impact in the country? Do you have any sense of what that 2 
percent is? 

And I will say that because I have one employer in my area, they 
have over 1,000 employees. They are moving most of their employ- 
ees from 40 hours to 29, and they are part of the 2 percent. But 
I think you are looking at 20, 30 percent of the jobs across the 
country are going to be impacted by these mandates. And even 
though you are pushing the mandates off, people are making those 
adjustments in the public sector and the private sector today. So 
we are very concerned about that. 

But I would like to have you get back to me on what that 2 per- 
cent makes up. 

One other thing I want to just mention, in terms of the taxes and 
revenues. Part of the reason we are having a record surplus this 
year — not a surplus, but record revenues this year is because we 
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did increase taxes 25 percent. We went from 35 to 44. That is what 
the passthrough entities are paying that create a lot of the jobs in 
the country. And if you look at the taxes for State and Federal, the 
average across the country is 49.6. 

So I don’t know how much more burden we can put on our em- 
ployers across the country, as we, as you have mentioned, we need 
additional revenues. I hope you are not considering going after 
more passthrough entities that are the job creators of America. 

Secretary SEBELIUS. Congressman, one thing I would point out 
is that the recently released rules by the Treasury Department did 
look at the 30-hour employee and particularly the, kind of, mixed 
work group where you have part-time and full-time, and indicated 
that employers, if they offer coverage to 70 percent of their employ- 
ees, would meet the criteria. 

I would tell you that the 30-hour definition came out of the offer- 
ings in the private-sector marketplace prior to the Affordable Care 
Act. That is what employers chose to do, that people who were 
working more than 30 hours were defined as full-time employees, 
people who were working less — so as the Congress looked across 
the country, that is where that hour rate came from. 

But we are watching, as I say, that very closely. 

Chairman CAMP. All right. Thank you. 

Mr. Doggett. 

Mr. DOGGETT. Thank you, Mr. Chairman. 

Madam Secretary, so much of the original promise of the Afford- 
able Healthcare Act has been undermined by faulty implementa- 
tion that has sometimes been indifferent to local concerns. Last 
month, the Congressional Budget Office, as you know, concluded 
that faulty implementation of the healthcare law, quote, “impeded 
so many people’s enrollment in exchanges that 1 million fewer peo- 
ple will actually obtain exchange coverage this year than they had 
previously projected.” 

Erom your testimony this morning, it is clear we will not have 
7 million or even 6 million. And, of course, the number that is 
really important is not how many people have enrolled, but how 
many people have paid their premiums and are actually getting 
exchange-based coverage, a number we have never been given. 

As you are aware, since last August, I have been voicing concerns 
to your office about implementation in Texas. At best, less than 10 
percent of exchange-eligible Texans have selected a plan. In other 
words, more than 90 percent of the people whom we wrote this law 
to get exchange coverage for have not been covered. 

To meet your projections, we would need to enroll and have pre- 
miums paid for as many people this month as have been enrolled 
since the beginning in October to yesterday, or last week. 

This is much more than a website problem, though I believe that 
the individual assistance program there has been handled with 
about the efficacy of the original website rollout. I have been un- 
able to get straight answers about even who is responsible for co- 
ordinating in-person assistance in Texas — a place where we have 
multiple assisters in some areas and none in many others. 

I have sought to get even just a dedicated line so that the cer- 
tified counselor, who yesterday had put in 10 hours trying to help 
one person, would be able to call a line dedicated to assistance 
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counselors to be able to get prompt assistance and help people get 
enrolled in this. But there has been no response from HHS or CMS 
about that. 

It seems to me that we are to a point where, instead of just cir- 
cling the wagons against all the political arrows that are shot 
against this plan, we need a little more accountability, and we need 
to ensure that the next enrollment period is not handled as poorly 
as the last one. 

I am very interested in answers to the questions that the Chair- 
man raised at the beginning of this hearing. We haven’t gotten 
them yet, and I hope that we do get them. 

We come at this from a different perspective, but taxpayers de- 
serve to get their money’s worth. And I think much of the focus as 
it relates to in-person assistance needs to be to find out — and I as- 
sume, Mr. Chairman, that some of these questions I have been 
raising since last fall can be submitted by you with your questions 
for prompt answers, such as how much it costs us per person who 
is actually insured through the exchange for some of these contrac- 
tors that have been providing these services. Two Washington Belt- 
way contractors have been paid $9 million for in-person assistance 
in Texas. I have been unable to find out what it costs per enrollee 
for those persons. 

And so I think that, while our goal should be to try to improve 
and strengthen this Act, if it is to perform any better in the next 
enrollment period than it has in this one, we need answers to these 
questions to get the taxpayer their money’s worth and to get the 
promise of this Act fulfilled. 

And I yield back. 

Chairman CAMP. All right. 

At this time. Dr. Price. 

Mr. PRICE. Thank you, Mr. Chairman. 

Welcome, Madam Secretary, back to the Committee. 

I think you sense a growing lack of trust that we reflect from our 
constituents. Americans have a growing lack of trust in their own 
Federal Government. I think there is no doubt about that. And I 
would suggest that Obamacare is really the poster child for one of 
the reasons that exists or that is increasing because word isn’t 
matching deed. Promises have been made and absolutely broken. 

And as a former practicing physician, it is distressing because we 
are not talking about just some nebulous program now; we are 
talking about real people’s lives. And in so many ways, some of the 
stories that you have heard here, real people are getting harmed. 

In spite of that, you have the Senate Majority Leader, Harry 
Reid, taking to the floor of the Senate and saying any story that 
decries a problem with Obamacare, all of them are lies. Do you 
agree that all of these stories that have been raised are lies? 

Secretary SEBELIUS. Congressman, I did not hear what Senator 
Reid said. And, of course, there are lots of anecdotes of lots of peo- 
ple and 

Mr. PRICE. If you were to 

Secretary SEBELIUS [continuing]. Lots of success stories. 

Mr. PRICE. If you were to have heard the Senate Majority Lead- 
er say all the stories 

Secretary SEBELIUS. Yeah, I 
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Mr. PRICE [continuing]. About ACA are lies 

Secretary SEBELIUS [continuing]. I really don’t want to com- 
ment on his comments. I didn’t hear them. 

Mr. PRICE. Again, it is — and that is the kind of trust that is 
lacking, because it begs for 

Secretary SEBELIUS. I just said clearly there are lots of people 
and lots of real stories. I don’t assume that people are lying, no. 

Mr. PRICE. Let me go to some specific questions. You mentioned 
in your opening remarks 4.2 million people have signed up on the 
exchange, and I want to get to some of the concerns that others 
have. 

How many of those that have signed up, that have enrolled in 
Obamacare, have paid their premium? 

Secretary SEBELIUS. I can’t tell you that, sir, because I don’t 
know that. 

Mr. PRICE. How can it be that HHS, in charge of this program, 
cites a number, 4.2 million people signed up, but has no idea how 
many people have paid? 

Secretary SEBELIUS. Because the consumers don’t pay us; they 
pay their insurance company. We can tell you who has enrolled 

Mr. PRICE. You can get information from the insurers? 

Secretary SEBELIUS. We get information now in aggregate form 
of the customers who qualify for 

Mr. PRICE. Let me ask another question. 

Secretary SEBELIUS [continuing]. A tax credit. Not all their cus- 
tomers do, and 

Mr. PRICE. How many of those, of the 4.2 million, were pre- 
viously insured? 

Secretary SEBELIUS. I do not know that, sir. 

Mr. PRICE. Isn’t it true that many Members of Congress are in 
that 4.2 million? We had insurance before; we were forced off that 
insurance 

Secretary SEBELIUS. I assume if you have signed up on the ex- 
change, you are in that number, yes, sir. 

Mr. PRICE. McKinsey did a recent survey that said 27 percent 
of those joining the exchanges were previously uninsured. And that 
is a low number compared to what you all projected. Is that con- 
sistent with your information? 

Secretary SEBELIUS. Again, we don’t collect information on the 
previously insured. I think these questions would be — we would be 
happy to give answers to you as soon as we have accurate informa- 
tion. In the meantime, insurers have this information about their 
customers, because that is who is being paid and that is who is en- 
rolling. 

Mr. PRICE. It begs credulity. Madam Secretary, that you don’t 
know the answers to these 

Secretary SEBELIUS. These are private insurance plans, and 
customers are 

Mr. PRICE. You all are charged with running the program. 

Secretary SEBELIUS [continuing]. Buying a private product 
from a private insurance plan. We qualify them, we get their tax 
information to make sure they qualify, and then send them to their 
company 

Mr. PRICE. The American people trust that you 
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Secretary SEBELIUS [continuing]. And they enroll with the com- 
pany. 

Mr. PRICE [continuing]. Know what you are doing, and you are 
not fulfilling the bill. 

Chairman CAMP. All right. 

Secretary SEBELIUS. This is not Medicare or Medicaid, sir. It 
is a private plan in the private market. It is not government insur- 
ance, in spite of the fact that it has been characterized that way. 
People are buying a product in the private market. 

As soon as we have accurate information, we will give it to you, 
but we do not currently have information about how many people 
have paid. 

Mr. PRICE. Sounds like last fall, Mr. Chairman. 

Chairman CAMP. All right. 

Mr. Gerlach. 

Mr. GERLACH. Thank you, Mr. Chairman. 

Madam Secretary, there is a section in the ACA on a reinsurance 
tax; is that correct? 

Secretary SEBELIUS. Yes. 

Mr. GERLACH. What is the purpose of that reinsurance tax, the 
proceeds from that tax? 

Secretary SEBELIUS. Well, there actually are three components 
of risk corridors, reinsurance tax, and risk adjustment. A 3-year 
program that, again, is paid for by the insurance companies 

Mr. GERLACH. Right. 

Secretary SEBELIUS [continuing]. Operating in the market, and 
it is to really balance the risk pool. It is exactly the same as the 
risk program 

Mr. GERLACH. Does the reinsurance tax 

Secretary SEBELIUS [continuing]. In Part D when Part D start- 
ed — 

Mr. GERLACH. I am focused on the reinsurance tax, in par- 
ticular. Are the revenues to be used to fund other portions of the 
Act, including exchanges? 

Secretary SEBELIUS. The revenues will be used to balance the 
marketplace. 

Mr. GERLACH. How much is expected to be raised in the rein- 
surance tax this year? 

Secretary SEBELIUS. I was just told that figure is $10 billion for 
this year. 

Mr. GERLACH. Okay. But there is also a proposal out there to 
provide waivers to some of those that are right now under the law 
to pay that reinsurance tax; is that correct? In particular, unions? 

Secretary SEBELIUS. Oh, yes, this is the — I am sorry — the rule 
that if you are self-administered and a self-funded plan, you do not 
pay the tax, and that is not exclusive to unions. There are a lot of 
self-administered, self-funded plans that are not paying the tax. 

Mr. GERLACH. Okay. So how much relief under this waiver will 
unions receive as a result of this rule? 

Secretary SEBELIUS. I could get you that information in writ- 
ing. 

Mr. GERLACH. Could you give me a ballpark right now? 

Secretary SEBELIUS. I can’t. 
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Mr. GERLACH. Okay. Well, I find it curious that — the reinsur- 
ance tax section of ACA is very clear as to who is to pay that tax. 
It is to be used, then, to help fund aspects of the ACA, including 
exchanges. And yet the President is requesting an additional $1.8 
billion in his budget request for program management to continue 
to build and operate exchanges. 

So what it seems to me is, you are providing a waiver to perhaps 
what would be termed “political friends” not to pay what the law 
requires them to pay, but then coming back to the taxpayers and 
asking them for more money to help fund the exchanges. 

Secretary SEBELIUS. Well, sir, the statutory language talks 
about issuers or those who operate plans with third-party adminis- 
trators. And the self-funded, self-administered plans, which are a 
much broader category than you have just described, are not in the 
statutory configuration of the law. 

In addition 

Mr. GERLACH. Okay. Just so 

Secretary SEBELIUS [continuing]. The 1.8 

Mr. GERLACH [continuing]. I am clear on what you are saying. 
Madam Secretary, just make sure I understand what you are say- 
ing, it is your determination that those that are being granted this 
waiver are not covered by the language of the Act, and there- 
fore — 

Secretary SEBELIUS. They are not 

Mr. GERLACH [continuing]. You are granting that waiver. 

Secretary SEBELIUS [continuing]. An issuer, nor do they oper- 
ate with a third-party administrator, yes. Self-funded, self-adminis- 
tered plans — again, much broader than the category of unions; 
there are many who operate that way — are not specified in the 
statutory language. 

Mr. GERLACH. Then why were unions jumping up and down 
asking for this relief if they weren’t covered by the tax to begin 
with? 

Secretary SEBELIUS. I can just tell you that is what the statu- 
tory language says. That was our interpretation of the statutory 
language. That is the rule we put out. The $1.8 billion that you 
suggest, 1.2 of that will be paid for by user fees. Six hundred mil- 
lion dollars is the request for appropriation. 

Chairman CAMP. All right. 

Mr. GERLACH. Thank you. 

Chairman CAMP. Mr. Becerra. 

Mr. BECERRA. Thank you, Mr. Chairman. 

Madam Secretary, great to have you with us. 

Actually, before I go to some of the questions about the Afford- 
able Care Act, I wanted to check in with you regarding the finan- 
cial alignment demonstration project being carried out in Cali- 
fornia, called the Dual Eligible program, for beneficiaries who re- 
ceive both Medicare and Medicaid. 

We share the goal of ensuring that everyone who transitions into 
this program will have uninterrupted, quality health care that they 
can count on. And I was just wondering, will you and CMS Admin- 
istrator Tavenner keep us informed as you continue the rollout so 
we can make sure that there is a successful implementation of that 
program? 
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Secretary SEBELIUS. Yes, sir, we will. 

Mr. BECERRA. Appreciate that. 

Now, I know that, even today, if anyone is watching, there is no 
reason why folks should not be left with some sense of misunder- 
standing about what is going on. The disinformation and scare tac- 
tics that have been used over and over again have been difficult to 
combat. But I wanted to just make sure about something. 

As I read the facts, since the passage of the Affordable Care Act, 
you mentioned that several million people have now become in- 
sured. In fact, I think you mentioned that over 4 million people 
now have private health insurance. 

Did you mention the 3-or-so million young Americans who have 
insurance as a result of the Affordable Care Act, that now they can 
stay on their parents’ insurance policy? 

Secretary SEBELIUS. I did not mention that. 

Mr. BECERRA. And that is about 3 million or so? 

Secretary SEBELIUS. Yes, sir. 

Mr. BECERRA. And we have some 

Secretary SEBELIUS. Three million previously uninsured. Far 
more young adults are on their parents’ plan, but 3 million pre- 
viously uninsured young adults. 

Mr. BECERRA. Got it. 

And we have some 4 million or more individuals who now have 
health coverage as a result of Medicaid? 

Secretary SEBELIUS. Closer to 8.9 million in the Medicaid. 
Some of those are renewals; some of them are newly eligible in 
States that chose to expand their Medicaid program. 

Mr. BECERRA. Right. So the 8-million-plus number includes 
people who probably qualified before but had — or who just 
transitioned from current Medicaid, what they had before to what 
they have now. 

Secretary SEBELIUS. Some States require yearly renewals, and 
they are included in that, but there are close to 9 million people 
who will have Medicaid coverage. A number of those are newly in- 
sured. 

Mr. BECERRA. So if I do the quick math, 9 million under Med- 
icaid, 4 million with the private insurance under the marketplace, 
3 million young adults, that is about 16 million Americans who 
have health security today that they might not have had before. 

Secretary SEBELIUS. That is accurate. 

Mr. BECERRA. My understanding, as well, looking at the job 
numbers, that since the Affordable Care Act passed, more than 8 
million jobs have been created in this country, not lost. And, in 
fact, if you look just at the — I looked at just the healthcare sector, 
and in the healthcare sector, since the passage of the Affordable 
Care Act, we have seen over a million jobs created, just in the 
healthcare sector. 

So as we continue to hear folks talk about job loss, that the Af- 
fordable Care Act will result in job loss, just the opposite is occur- 
ring. And, of course, we are also finding that we have seen a de- 
crease in the rate of increase of the cost of health care, which I 
would think you would agree is a good sign. 

Secretary SEBELIUS. I think that is a good sign. 
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And on the job front, we also see that the number of people work- 
ing part-time hours is decreasing, the number of full-time workers 
is increasing. 

Mr. BECERRA. Mr. Chairman, if I could just add to the record — 
ask unanimous consent to submit into the record the CBO’s up- 
dated estimates that deal with job loss and the issues of employ- 
ment and job creation. 

Chairman CAMP. Yeah, without objection. 

Mr. Roskam. 

Mr. ROSKAM. Thank you, Mr. Chairman. 

Madam Secretary, we just heard from Mr. Becerra, who criticized 
critics, characterizing it as disinformation and scare tactics, and 
yet that wasn’t what we heard from Mr. Doggett. Mr. Doggett was 
essentially admonishing the Department for a lack of information 
and a lack of accountability. 

So I want to associate myself with the spirit of Mr. Doggett and 
also bring in one of the themes that Dr. Price was trying to articu- 
late, and that is this: Wouldn’t it be great. Madam Secretary, if Dr. 
Price, in the question that he asked, if you were able to say, here 
is the answer, here is the answer, when he made the inquiry and 
you said, you know what, I don’t have that information, I am just 
the Secretary of Health and Human Services, that is what the pri- 
vate insurance company — that was your answer a minute ago. 
Wouldn’t it be a great thing if you were to say, here is the informa- 
tion and here is the answer? 

And the problem is, at least as far as the construction of the Af- 
fordable Care Act, as it is currently constructed, some of this infor- 
mation you may not know, some of it you may, but it is because 
of the limitations of the Act itself. 

So we have an inspector general, and your own inspector general 
is only able. Madam Secretary, to go and ask inquiries of Health 
and Human Services. That inspector general who reports to you 
cannot go and make any inquiries to the Treasury. 

One of your earlier answers, you cited tax credits. Well, when it 
comes down to it, the HHS Secretary has no jurisdiction over tax 
credits. You don’t know what is happening in that other depart- 
ment. 

Wouldn’t it be a good thing if we were to amend the law and you 
had that information and there were a special inspector general 
that had broad jurisdiction? Wouldn’t that be a good thing? 

Secretary SEBELIUS. I don’t think that is necessary, and I think 
that is additional expenditure. 

I will give you the information as soon as we have it. And we 
will have it 

Mr. ROSKAM. Yeah, but by your own admission 

Secretary SEBELIUS [continuing]. From insurance companies, 
but we do not have it now. 

Mr. ROSKAM [continuing]. You don’t know it. 

So why is it a good idea to have a Special Inspector General for 
Iraq Reconstruction? Why is it a good idea to have a Special In- 
spector General for Afghanistan Reconstruction? Why is it a good 
idea to have a Special Inspector General for TARP oversight? Cu- 
mulatively, all of these have literally saved billions of dollars. 
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The Affordable Care Act, according to the Congressional Budget 
Office, is a $1. 8-trillion expenditure. What is it that is sacrosanct 
that says that this should not be subject to that broad jurisdiction? 

By your own admission, you don’t know the answers to these 
questions, do you? 

Secretary SEBELIUS. I could not answer Dr. Price’s question be- 
cause I don’t have the information from the insurance companies 
yet. 

Mr. ROSKAM. Right, because you can’t 

Secretary SEBELIUS. We will have it, and I will 

Mr. ROSKAM [continuing]. Reach out. 

Secretary SEBELIUS. This is in the private sector. This is not 
Treasury. This is private insurance companies 

Mr. ROSKAM. Right. That even begs the question 

Secretary SEBELIUS [continuing]. Three hundred of whom are 
selling policies in the marketplace. 

Mr. ROSKAM. You can’t get to it. Your inspector general can’t 
get to it. 

Secretary SEBELIUS. This is not an inspector general issue. It 
is private insurers who are selling plans to their customers. They 
can tell 

Mr. ROSKAM. That is even worse. 

Secretary SEBELIUS [continuing]. You know how many of their 
customers have 

Mr. ROSKAM. It is ongoing 

Secretary SEBELIUS [continuing]. Paid their bills. 

Mr. ROSKAM [continuing]. And you don’t have the information, 
and you don’t have the capacity to have the information. 

Chairman CAMP. All right. I would just say. Madam Secretary, 
part of the frustration is that you did have the answer to the num- 
ber of insured children, and that is also private-sector information, 
but yet, when we are trying to get further information, we 
don’t 

Secretary SEBELIUS. That came directly, Mr. Chairman, from 
the insurers. And I am telling you, as soon as we have this infor- 
mation from the insurers — we don’t collect it. We didn’t have it. 
They turned that in to us. 

Chairman CAMP. All right. 

Dr. Boustany. 

Mr. BOUSTANY. Thank you, Mr. Chairman. 

Madam Secretary, one of the glaring omissions in ACA was ad- 
dressing the flawed physician payment formula under Medicare, 
SGR, the sustainable growth rate formula. A lot of work has been 
done. It has been a thorny problem facing Congress for quite a 
while, and over the past few years, we have actually gotten to an 
agreement on a policy — bicameral, bipartisan. 

So first question: Does the Administration agree with this policy, 
and will the Administration support this policy? 

Secretary SEBELIUS. Well, as you know. Congressman, the 
President has supported a long-term fix of the SGR long before the 
Affordable Care Act was signed into law. He has included it in 
every budget. And, yes, we do support the bicameral position. 

Mr. BOUSTANY. Okay. 
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The other issue is going to be paying for this. And this will be 
a difficult fight, obviously, and it certainly can become a partisan 
fight. But in the interest of trying to get something done, will the 
Administration come forward and work with Congress, work with 
the Senate, to try to get to a solution on this? 

Secretary SEBELIUS. We would be eager to do that. The first 
couple of budgets that the President put forward had specific pay- 
fors. Those were rejected. He does assume that the SGR is fixed; 
we have put that in our baseline for the next 10 years. We would 
be happy to work with Congress. 

Mr. BOUSTANY. And pursuant to that same question, the Presi- 
dent, in the past, put on the table some Medicare reforms that 
would help, I think, improve the outlook of Medicare over the long 
haul, one being combining Medicare Part A and Part B into a sin- 
gle structure, making it work more like a modern insurance type 
program. Second was limited means-testing. 

Does the President still support these? 

Secretary SEBELIUS. I think, as you know. Congressman, that 
was put on the table as part of a global package of both entitlement 
and structural spending reforms. And we would be eager to talk 
about those issues in that, kind of, global package. 

Mr. BOUSTANY. But not within the context of reforming SGR, 
which is a pretty big piece. 

Secretary SEBELIUS. Well, the SGR does impact, certainly. 
Medicare physicians. It is probably the single biggest threat to 
Medicare’s future in terms of beneficiary service, the looming cuts. 

Mr. BOUSTANY. It is a threat to access. 

Secretary SEBELIUS. So we are eager to talk about pay-fors, but 
I think having a more global discussion about entitlement reform, 
tax reform, and revenues is also something we would be eager 
to 

Mr. BOUSTANY. And, finally, is the Administration willing to 
put forth the capital to try to solve this before the end of March 
so that we can avoid another patch, which will be expensive? 

Secretary SEBELIUS. Put forward the capital — again, we would 
be happy to have the discussion with Members of Congress about 
what the pay-fors might look like. 

Mr. BOUSTANY. Thank you, Mr. Chairman. 

Chairman CAMP. Thank you. 

Mr. Neal. 

Mr. NEAL. Thank you, Mr. Chairman. 

Madam Secretary, I want to come back to you in a few moments 
about you as the trustee of Medicare and Social Security, but just 
a reminder here that the Democratic minority vigorously opposed 
the original Part D prescription drug benefit plan offered by the 
Bush Administration because we did not think it had gone far 
enough. Upon ascending to the majority right after, we took the 
role not to undo what had been done but instead to work hard to 
improve it, and closing the donut hole was a pretty masterful piece 
of work. And now there is broad acceptance of the whole notion of 
the Part D benefit. Now, I wish that that would have been the 
model that we would have adopted in Congress for working with 
ACA. 
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But let me draw your attention specifically to a couple of issues: 
graduate medical education and the role of Medicare in financing 
our hospitals across the country. As you know, in Massachusetts, 
our hospitals would be the equivalent of what Boeing perhaps 
means to the Pacific Northwest. I think that is a reasonable de- 
scription in terms of not only the success that they have but the 
employment opportunities that they present. 

You, I think, by law, have to sign every year a document certi- 
fying as to the longevity of Medicare. Is that correct? 

Secretary SEBELIUS. Yes, sir. 

Mr. NEAL. Would you talk a little bit about what ACA has done 
to that signing? 

Secretary SEBELIUS. Yes. 

The first year I was a Medicare trustee in 2009, the anticipation 
was — the actuarial projection was that Medicare would begin to be 
insolvent — not that they wouldn’t have any money, but they would 
have about 70 cents on the dollar — by 2017. So, in 2009, it was a 
2017 cliff 

The passage of the ACA added years to that solvency, according 
to the actuary who looked at the law and the impact over time, and 
subsequent budgets have also added years. So we are now, the 
2015 budget, according to the actuarial projection, would add an 
additional 5 years to the solvency of the Medicare Trust Eund. 

So during this Administration, I would say significant solvency 
years have been added. 

Mr. NEAL. Are there Republican trustees? 

Secretary SEBELIUS. Yes. 

Mr. NEAL. Do they sign the document? 

Secretary SEBELIUS. Yes, they do. 

Mr. NEAL. And did they sign? 

Secretary SEBELIUS. Yes. 

Mr. NEAL. Okay. 

My point is that, here is an example, again, of a very good story, 
much like the one that Secretary Lew presented about deficits in 
his appearance before the Committee recently, and it is frequently 
underreported in terms of the good news, because the emphasis re- 
mains on the conflict of the story as opposed to the substance of 
the story. 

So I would hope that you use the opportunity, with Medicare sol- 
vency, graduate medical education, to promote the notion that this 
is a widespread success story on that basis. 

Secretary SEBELIUS. Thank you. 

Chairman CAMP. All right. Thank you. 

IVIr R-GicliGrt/ 

Mr. REICHERT. Thank you, Mr. Chairman. 

Madam Secretary, in response to Mr. Reed’s question regarding 
legislation, your answer was that there was no legislation that has 
passed Congress. Are you aware that there are actually eight 
pieces of legislation that have passed Congress and have been 
signed by the President in regard to the Affordable Care Act? 

There are eight pieces of legislation passed by Congress and ac- 
tually signed into law by the President. So there is another — I 
think you ought to go back and review the laws that have been 
passed that affect the law that you are trying to implement. 
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I want to go back real quick. It has been 4 years since passage 
of the healthcare law, nearly 6 months since the exchanges opened 
for business. So let’s look back at the 4 years. 

In January 2010, the President spoke at the White House Repub- 
lican Retreat and acknowledged that some stray cats and dogs 
were added to the healthcare bill and that some of the provisions 
that got snuck in the law might have violated the pledge that, if 
you like your health care, you can keep it; if you like your doctor, 
you might be able to keep your doctor. 

In February 2011, during your testimony and my questioning, 
you said, in response to whether or not you can keep your doctor 
or your health care, you said, “I don’t think there is any language 
in the bill that interferes with the current system.” Again, you 
were wrong. 

Again, in February 2012, when I raised these same concerns, you 
said, “The notion that somehow companies in grandfathered plans 
will not be able to keep their grandfathered plan is really not accu- 
rate.” Again, you were wrong. 

Yet, due to the law’s many mandates and the reflations put out 
by HHS under your leadership, as many as 5 million Americans 
have lost their existing healthcare plans. The law has created so 
many disruptions that the President announced, perhaps illegally 
we think, that States and insurers can begin to ignore the law. 

In fact, as Mr. Reed said, there are 37 changes to the law. Sep- 
tember 24th, September 26th, October 23rd, November 14th, there 
were seven more changes to the law. On November 21st, November 
22nd, January 1st, November 27th, and 30th of November, Decem- 
ber 12th, December 19th, December 23rd. 

And then. Secretary Sebelius, you were on Fox News and assured 
the American people who were watching Fox News at that time 
that there would be no more delays. Yet, on January 10th of this 
year, another delay; January 14tli, another delay; and then Feb- 
ruary 10th, another delay. 

Are there any further delays? Can you make a promise to the 
American people today, another promise. Madam Secretary, that 
there will be no more delays to the so-called Affordable Healthcare 
Act? 

Secretary SEBELIUS. We will continue to put out regula- 
tions — 

Mr. REICHERT. Do you make a promise to the American 

Secretary SEBELIUS [continuing]. And policies as we go through 
this Act. 

And, sir, I would like an opportunity to correct some of the, I 
think, misstatements. 

Mr. REICHERT. Will there be 

Secretary SEBELIUS. There is nothing in the law that would 
stop insurance companies 

Mr. REICHERT. Will there be further delays. Madam Secretary? 

Secretary SEBELIUS. There are no planned delays in the law 
that 

Mr. REICHERT. Do you consult with HHS when you — or, pardon 
me. Do you consult with the Treasury Department before announc- 
ing any delays and changes? 

Secretary SEBELIUS. Sir, most 
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Mr. REICHERT. Do you consult with 

Secretary SEBELIUS [continuing]. Of the regulations that 
we 

Mr. REICHERT [continuing]. The Department of Treasury 

Secretary SEBELIUS. Most of the regulations that are written 
are written 

Mr. REICHERT. Do you consult with the Department of Treas- 
ury, yes or no? 

Secretary SEBELIUS. Sir, the regulations require three agencies’ 
participation: Treasury, Labor, and HHS. So there is broad con- 
sultation. 

Mr. REICHERT. Okay. Thank you. 

Chairman CAMP. Mr. Ryan is recognized. 

Mr. RYAN. Thank you. 

I would just quickly say to my friend from Massachusetts, he 
should look at the unprecedented original appendix of the trustees’ 
report that talks about the double counting that occurred. And the 
putting Part D on the credit card, the Democratic proposal was 
more than double the credit card bill. 

Here is what I want to ask. Madam Secretary. We keep this list 
here in the Ways and Means Committee about all the delays. We 
have 23 so far. One I want to ask you about is IPAB, the Inde- 
pendent Payment Advisory Board. 

In your Table S-9 of your budget, last year you claimed in your 
budget you are going to save $4 billion from IPAB’s recommenda- 
tions. This year, you tripled that to $12.9 billion for IPAB’s rec- 
ommendations. This is above and beyond all the provider cuts that 
are in the ACA to pay for the ACA. 

So here is my question: Where are we with IPAB? They have 
given us their last April report. I assume another one is forth- 
coming from the actuary. But where is IPAB itself? When are you 
going to submit the names? 

If you don’t do that, as you know, the law lets you, one person, 
submit the plan to save the $12.9 billion. So what is happening 
with that? And if you are going to do it, how do you come up with 
the $12.9 billion? Where is that savings coming from? 

Secretary SEBELIUS. Well, Congressman, the President has not 
yet sent to Congress names for the nominees of IPAB. But, as you 
may know, the law is constructed in a way that IPAB wouldn’t 
trigger any recommendations unless there is a gap between what 
the trajectory 

Mr. RYAN. I realize that, and you are claiming $12.9 billion. 

Secretary SEBELIUS. So they would not have any recommenda- 
tions to make in the foreseeable future. Nor would I take any ac- 
tion in the foreseeable future 

Mr. RYAN. Okay, so how 

Secretary SEBELIUS [continuing]. As long as the cost trajectory 
is 

Mr. RYAN. So are we to ignore the fact that you are claiming 
$12.9 billion in savings from IPAB? 

Secretary SEBELIUS. I think the President intends to submit 
names to Congress as we watch the cost trajectory — if the cost tra- 
jectory changes, the IPAB will be in full effect. And those rec- 



50 


ommendations are presented to Congress, as you know, not to me. 
They come to Congress. 

Mr. RYAN. No, I realize that. 

Secretary SEBELIUS. And if Congress doesn’t change them, then 
they go into effect. 

Mr. RYAN. Or you just recommend them, if there is no IPAB at 
the time. 

Secretary SEBELIUS. If there is no IPAB, that is correct. 

Mr. RYAN. So you have no answer to where the $12.9 billion is 
going to come from? 

Secretary SEBELIUS. We are optimistic that the current trajec- 
tory of Medicare costs would actually negate any impact of IPAB 
or me taking any kind of action in the foreseeable future. 

Mr. RYAN. That is another way of saying, ignore our budget be- 
cause it is not real. 

Secretary SEBELIUS. I think the IPAB recommendations are 
based on an actuarial 

Mr. RYAN. No, I understand. 

Secretary SEBELIUS [continuing]. Of out-year costs 

Mr. RYAN. You go from GDP of 1 to GDP of 5, I get all that. 
You did that last year; you went to GDP .5 last year. And you still 
had $4 billion. Now you triple your savings to 12. 

And the question is, where is it coming from? What are those jus- 
tifications? What is the assumption you are using to claim this sav- 
ings to show how your budget is put together? 

Secretary SEBELIUS. I think the actuarial projection is that out- 
year Medicare costs will rise again. 

Mr. RYAN. Right. 

Secretary SEBELIUS. So far, they have been incorrect about 
those increases. We are hoping that they continue to be incorrect. 
And so, if the IPAB indeed does rise — I mean, I am sorry 

Mr. RYAN. Yeah, the — I understand. 

Secretary SEBELIUS [continuing]. The trajectory rises, IPAB 
would kick into gear, and we will make recommendations through 
the IPAB to Congress about those specifics. 

Mr. RYAN. Okay. So you are saying, though, just so you know, 
in your own budget, it is going to triple from this year to last year. 
That is coming. It is above projection. You have it in your budget. 
But you are telling me you have no idea where in Medicare you are 
going to cut to get that, is basically what you are saying. 

Secretary SEBELIUS. It is based, again, on what the actuary, 
the independent actuary 

Mr. RYAN. I understand that. 

Secretary SEBELIUS [continuing]. Says will happen in out- 
years. Currently, we have not made specific recommendations 
about any cost cuts because none of that is actually happening 
right now. 

Mr. RYAN. Okay. I know time is out. When are we going to see 
the names? What are we going to see IPAB 

Secretary SEBELIUS. I can’t tell you. They come from the Presi- 
dent. 

Mr. RYAN. All right. 

Secretary SEBELIUS. I don’t know when you will see them. 

Chairman CAMP. All right. 
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Mr. Davis. 

Mr. DAVIS. Thank you, Mr. Chairman. 

Madam Secretary, thank you very much for being here. But, also, 
I want to thank you for the Medicaid waiver for Cook County in 
the State of Illinois. As a result of that action, the Governor’s ex- 
pansion of Medicaid, and a lot of hard work on the part of a lot 
of people, Illinois is doing much better in signups for the Affordable 
Care Act than many other States. And for that, we are indeed 
grateful. 

I am a big fan of home-visiting programs and community health 
centers, and I am pleased to note that both are included in the 
budget. As a matter of fact, I get my personal care at one of these 
centers in Chicago at the Mile Square. 

Could you elaborate on the value and effectiveness of these two 
programs that relates to providing health care for especially low- 
income people? 

Secretary SEBELIUS. Well, Congressman, I share your high re- 
gard for both programs. I think that there is no question the com- 
munity health centers are the backbone of primary-care delivery in 
this country in rural and urban areas. They are proven time and 
time again to deliver lower-cost, high-value primary care. 

And thanks to both investments from the Recovery Act and ongo- 
ing investments through the Affordable Care Act, the footprint of 
health centers is spreading, increasing services and increasing cli- 
ents. And we are now going to be able to serve about 31 million 
people, including yourself. And I think they are an incredibly im- 
portant — play an incredibly important role, particularly in under- 
served communities. 

In terms of the home-visiting program, again, there is lots of very 
strong scientific evidence that it makes a huge difference to help 
give parents the tools to be the best parent they can be, that hav- 
ing a professional encounter with young parents is often extremely 
beneficial as a pathway to an early strong start in learning. 

So the President’s budget, as you say, both increases the vol- 
untary home-visiting program as well as continues to expand the 
footprint, both new sites and additional services at sites, for the 
community health center program. 

Mr. DAVIS. Thank you very much. 

And I would like to just point out that our experiences in Illinois 
with the Affordable Care Act have not been automatic, but our ex- 
periences have come as a result of a large number of people believ- 
ing in the program, believing that it will work, and then working 
to make sure that it does work. 

So I thank you very much and 

Secretary SEBELIUS. Well 

Mr. DAVIS [continuing]. I yield back. 

Chairman CAMP. Thank you. 

Secretary SEBELIUS [continuing]. I don’t think it comes as a 
surprise that in States where the Governor is very supportive, 
where there are delegation members, providers, others reaching 
out, there is a more positive experience than — Congressman Dog- 
gett has mentioned Texas, where there are not only barriers but 
significant laws that have been passed which make it very difficult 
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for a lot of the outreach people to even do the joh they were con- 
templated to do. 

Chairman CAMP. All right. Thank you. 

Mr. Tiheri. 

Mr. TIBERI. Madam Secretary, Mr. Young submitted for the re- 
port this report, “The Irony of Obamacare: Making Inequality 
Worse.” I would like to read the conclusion, which says, “For two 
years, labor unions, employer partners have patiently explained to 
the Obama Administration and Congress the potential damage that 
the ACA poses to these unique successful nonprofit plans. 

“Having already made efforts to accommodate businesses, 
churches, congressional staff, it is ironic the Administration is now 
highlighting issues of economic inequality without acting to pre- 
serve health plans that have been achieving the goals of ACA for 
decades. Without a smart fix, the ACA will heighten the inequality 
that the Administration seeks to reduce. 

“We take seriously the promise that if you liked your health plan 
you can keep it, period. UNITE HERE members like their health 
plans. UNITE HERE members’ plans are ready to compete with 
the corporate giants of the healthcare industry if Washington will 
simply create a level playing field.” 

There were three articles in local papers in my district I would 
like to submit for the record, Mr. Chairman, that highlight this 
very issue. 

Chairman CAMP. Without objection. 

Mr. TIBERI. The Mansfield Journal reported on Monday that 
only six of the Obamacare exchange plans in Richland County in- 
clude the only hospital in the county, MedCentral, in-network. The 
Marion Star reported on Monday only 6 of the 26 Obamacare plans 
in Marion County have Marion General Hospital, again, the only 
hospital in Marion County, in-network. And, finally, the Newark 
Advocate reported only 6 of the 26 Obamacare exchange plans in 
Licking County consider the only hospital in Licking County, Lick- 
ing Memorial, to be in-network. 

That means that three-quarters of the exchange insurance plans 
in these counties don’t give access to county residents to the only 
hospital and hundreds of doctors in-network. And because many of 
my constituents now are facing the choice of being in-network and 
having to travel out of the county maybe 100 miles to a hospital 
and are now losing doctors that they had — and these were people 
who had insurance and now have been forced to go into the ex- 
changes. And in the county in which they reside, they can’t even 
go to their hospital. This is a problem just beginning. 

We spoke to a lady in the office yesterday, a central Ohioan, who 
wanted me to give you her name. Her name is Colleen. She had 
health care; now she is one of the 4 million in the exchange. And 
she has a plan that she is paying more for, that she doesn’t like, 
with which she actually lost her doctor. She liked what she had, 
she couldn’t keep it, and now she can’t even keep the doctor that 
she had. 

So the articles aren’t misinformation or disinformation. The 
union report — not supportive of Republicans, by the way — is not 
disinformation. And yet there seems to be a disinformation cam- 
paign within the Administration that this is all just make-believe. 
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Madam Secretary, please help us reassure our constituents that 
the Administration is going to deal with the reality that is hitting 
the ground, and that is people are losing their doctor and now they 
are losing their hospital. 

Chairman CAMP. All right. Thank you. 

Mr. Schock. 

Mr. SCHOCK. Thank you, Mr. Chairman. 

Welcome, Madam Secretary. 

Yesterday, the House of Representatives passed a bill dealing 
with the Affordable Care Act that clarifies the religious exemption 
clause for a small segment of the population who, on their annual 
tax return, will have to basically verify that their religious con- 
science prohibits them from participating in traditional health care 
here in our country. 

This is modeled after a law that the State of Massachusetts put 
into effect. In the State of Massachusetts, since 2006, only 6,000 
residents have taken advantage of it, primarily Christian Scientists 
and others. 

The bill passed out of the House yesterday unanimously. It is 
now headed to the Senate, where it enjoys bipartisan support — 
Senators Ayotte, Schatz, Durbin, Bernie Sanders. 

And I am just wondering if you could speak to whether or not 
you support this clarification in the religious exemption clause? 

Secretary SEBELIUS. Congressman, I haven’t read the lan- 
guage, but I will take a strong look at it. And I do know that it 
passed yesterday, but I haven’t read the bill. 

Mr. SCHOCK. Will you get back to us with your opinion on it? 

Secretary SEBELIUS. Sure. 

Mr. SCHOCK. Okay. Thank you. 

My second question has to do with the Administration’s change 
in, or HHS’s change in how you are handling the appeals process 
for Medicare providers. The Office of Medicare Hearings and Ap- 
peals has recently taken the unprecedented and unorthodox step in 
no longer accepting Medicare appeals for processing at the adminis- 
trative law judge level. 

Obviously, I am concerned about the current healthcare pro- 
viders and current seniors who could be denied reimbursement, 
what effect that will have downstream, if you will, if they are not 
allowed their due process. 

And then, of course, if we fast-forward into the implementation 
of the Affordable Care Act, if we set the precedent that HHS says 
we are not going to allow due process for current Medicare recipi- 
ents, one would then assume perhaps that would be a practice that 
the agency would do for folks on the ACA. 

Are you working through that? Do you see the Administration 
standing firm in not allowing due process on the appeals? 

Secretary SEBELIUS. Congressman, this is a major problem and 
issue. And I know that our head of the Office of Medicare Appeals 
has been here on the Hill briefing, in a bipartisan nature, both the 
House and the Senate just on what has happened over the last cou- 
ple of years. 

It is my understanding — and I don’t want to misspeak, but I will 
tell you what my understanding is, and if it is incorrect, I will cor- 
rect it immediately — that their initial decision to suspend hearings 
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was not for beneficiaries but for hospitals and providers. So they 
were very concerned that beneficiaries not get caught in this 

Mr. SCHOCK. Right. 

Secretary SEBELIUS [continuing]. Huge queue and go to the 
back of the line. 

In the meantime, they are looking at the whole array of systems 
which could alleviate the queue. The volume has about tripled over 
the last couple of years. We need to do some system changes. We 
need to work carefully with Congress. Because the last thing we 
want to do is have anybody give up their due process rights. 

Chairman CAMP. All right. Thank you. 

Mr. SCHOCK. Thank you. 

Chairman CAMP. Mr. Rangel. 

Mr. RANGEL. Thank you. 

Madam Secretary, I am convinced that when the final pages of 
history are written, that your name will be included among the 
courageous pioneers that have brought health care to all Ameri- 
cans. 

There seems to be some concern about the delay in the program. 
Do you recall when last we had a program for the Nation where 
all people would have access to health care? 

Secretary SEBELIUS. No, sir. 

Mr. RANGEL. So that is since the beginning of the Republic? 

Secretary SEBELIUS. Yes. 

Mr. RANGEL. And so this is the first time. 

When we had Social Security, were there delays and legislation 
necessary to improve it? 

Secretary SEBELIUS. Well, I would say both Social Security and 
Medicare certainly has transformed over time since they have been 
in place. 

Mr. RANGEL. So I understand that the enrollments are going up 
and that people young and old are applying? 

Secretary SEBELIUS. That is correct. We put out information 
yesterday that, as of the end of February, about 4.2 million people 
had enrolled in the private market, another almost 9 million have 
qualified to be Medicaid-eligible, and 3 million young adults got 
their coverage earlier in the program thanks to their parents’ plan. 

Mr. RANGEL. And that is young and healthier people, to bring 
the balance that we need. 

Secretary SEBELIUS. Yes, sir. 

Mr. RANGEL. Is there any indication that they are all Demo- 
crats? 

Secretary SEBELIUS. We don’t have that information currently. 

Mr. RANGEL. Well, is there any reason to believe that Repub- 
licans are not in need of health insurance or they don’t have pre- 
conditions or that they all are insured? Is there any evidence that 
Republicans will not receive the benefits of the Affordable Care 
Act? 

Secretary SEBELIUS. No, sir. 

Mr. RANGEL. Well, in the 50 attempts to derail or to repeal the 
Affordable Care Act, which has passed the House, the Senate, and 
has been approved by the Supreme Court, is there any indication 
from the President if, by some stretch of our imagination, the re- 
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peal goes through the Senate as to what the President would be 
inclined to do? 

Secretary SEBELIUS. I think he has indicated he would veto a 
repeal of the Act. 

Mr. RANGEL. And so, has there been any suggestions, then, 
from the Republican leadership, since this is the law of the land 
and is universal and bipartisan as it relates to the beneficiary, 
have there been any suggestions from the Republicans as to how 
we can improve upon this bill — that is, the provision to provide 
health care for everyone? Have they suggested to you anything that 
makes sense? 

Secretary SEBELIUS. Well, there have been a number of con- 
versations, and I would say some productive conversations. Unfor- 
tunately, I think the suggestions of how to improve are often tied 
to suggestions of 

Mr. RANGEL. Well, Madam Secretary 

Secretary SEBELIUS [continuing]. How to repeal. 

Chairman CAMP. All right. Time has expired. And I would just 
say 

Mr. RANGEL. Oh, that is terrible 

Chairman CAMP [continuing]. There have been suggestions 

Mr. RANGEL [continuing]. Because I wanted to congratulate the 
Chair, and I will insist on congratulating him, as being a part of 
that Republican Party that has tried to be constructive on legisla- 
tion. And I thank you 

Chairman CAMP. Well, thank you. 

Mr. RANGEL [continuing]. For your courtesy. 

Chairman CAMP. There is always time for that. 

We are just down to Mr. Levin and myself. And I just want to 
return to this issue about how many individuals have paid their 
first month’s premiums. And I realize that you have repeatedly 
said under questioning that you don’t have that information yet. 

But I just want to make the point that we are 2 weeks away 
from the end of the 6-month open enrollment. And, you know, I 
know there has been — you know, HHS has spent $2 billion building 
these exchanges. And your own budget document states, and I 
quote, “CMS administers the insurance affordability programs on 
behalf of all marketplaces. This process involves receiving enroll- 
ment information from marketplaces, including the level of APTC 
selected to calculate and distribute monthly aggregate payments to 
issuers for APTC and CSR owed.” 

But given all the time and the critical need that your own de- 
partment has for this basic information, I think it is just absolutely 
critical that we find a way to get this information. 

And there are reports that up to 20 percent of individuals who 
have selected plans have not actually paid their premiums. And I 
don’t know if this is in line with what you are seeing. Do you have 
any information along that line about, is the 20 percent in line 
with what you have been finding out? 

Secretary SEBELIUS. I think, again, Mr. Chairman, the 20-per- 
cent number came from insurance companies, if I recall, about the 
first of the year, where they were heartened by the fact that, even 
though the deadline for payment of the first month’s premium — 
and many people, if you will, enrolled for the first time in Decern- 
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ber, and we have had, kind of, 3 months of strong enrollment — they 
were heartened by the fact that they had about an 80-percent pay- 
ment rate. 

But, again, that did not come from us. We will eventually, when 
the fully automated financial system is in place, have that informa- 
tion and be glad to share it with the Committee on a real-time 
basis. We just don’t have it right now. 

Chairman CAMP. Well, and I think there is such an interest in 
this for one reason, that we know that at least one and — that you 
have made at least one, and you are about to make the second pay- 
ment to insurers for the premium tax credits and cost-sharing sub- 
SldlGS 

Secretary SEBELIUS. Yes, sir. 

Chairman CAMP. And so these payments reflect what insurers 
are telling you about how many people have paid their premiums. 

Secretary SEBELIUS. They are an aggregate number based on 
only those customers who would be qualified for either cost-sharing 
or APTC. And that is not at all the entire look of the marketplace. 

So we don’t even have any information at this point, even in ag- 
gregate. We don’t have individual information about the group that 
is premium tax credit. And the insurance companies, to get paid 
month two, just restated the first month, as an indication that they 
did not have the full information. 

So we are getting aggregate data about a portion of the market- 
place and not individual data about customers. 

Chairman CAMP. Well, unless they have paid their first month’s 
premium, they can’t get a premium tax credit. 

Secretary SEBELIUS. That is correct. 

Chairman CAMP. And so, obviously, that is in the jurisdiction of 
this Committee. We are very interested to make sure that that is 
being used. And my 

Secretary SEBELIUS. And we are, too. And we will be trueing 
up with insurance companies a person at a time. We just don’t 
have that at this particular point. 

Chairman CAMP. Have you asked the insurers for this informa- 
tion? 

Secretary SEBELIUS. We have. We are working, Mr. Chairman, 
on the automated system, which, at the end of the day, the 834, 
which is the process by which we send to the insurance company 
from the website Chairman Camp’s name and that he wants to en- 
roll in Blue Cross of Michigan, and there will be a process where 
they will send back the confirmed 834 that Chairman Camp paid 
his premium, and that will be the end of the loop. Currently, that 
part of the process is not in place. 

Chairman CAMP. Is there a coordination between the agencies 
on this? Because, obviously, some of this is administered between 
IRS and Treasury. Are you coordinating? I know in answer to some 
other questions you mentioned that some of this is involving more 
than one agency. So are IRS and Treasury 

Secretary SEBELIUS. Well, as in most bills. Treasury basically 
pays the bills. And they pay them based on a system of our pre- 
senting them with information, much the way Medicare bills are 
paid. 

Chairman CAMP. All right. 
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Mr. Levin, and then we will conclude. 

Mr. LEVIN. Thank you. 

Well, welcome. 

I just want to ask that there be entered into the record, Mr. 
Chairman, three documents relating to the Medicare Advantage 
rates: one from the Secretary to the Speaker, one an article from 
the New York Times, and one a letter from beneficiary groups. 

Chairman CAMP. Without objection, they will be entered into 
the record. 

Mr. LEVIN. And I also ask that the CBO table on 4015 that will 
be coming up in the next couple days, with your amendment, show- 
ing that about 13 million people more would be uninsured, I ask 
that be entered into the record also. 

Chairman CAMP. Without objection, as well. 

Mr. LEVIN. Thank you. 

Chairman CAMP. Well, with that, again, I thank you for your 
time this morning and 

Secretary SEBELIUS. Yes, sir. 

Chairman CAMP [continuing]. Appreciate that. 

With that, this hearing is now adjourned. 

[Whereupon, at 12:25 p.m., the Committee was adjourned.] 

[Submissions for the Record follow:] 
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DHHS Secretary- "We Bear Part of the Responsibility" for Health Care Confusion 
BRIAN WILLIAMS, anchor: 

Now to the other big story of the day the other big deadline at midnight, the new 
health care law at the center of the showdown in Congress. A big part of that law 
will start to take effect tomorrow when people without health insurance can sign up 
to buy coverage. But our new poll with the Kaiser Family Foundation shows 70% 
say they are very or somewhat worried. They'll have to pay more for their health 
care or health insurance. And 62% of those without insurance say they are confused 
about this new law. Our Chief Medical Editor Doctor Nancy Snyderman sat down for 
an exclusive interview with the woman in charge today. Health and Human Services 
Secretary Kathleen Sebelius. 

DOCTOR NANCY SNYDERMAN, reporting: 

With all the run-up time to the eve of this, why the confusion today and why not 
more enthusiasm? 

KATHLEEN SEBELIUS (Health and Human Services Secretary): Well, 1 think it still 
isn't real for a lot of people. And there is a lot of confusion about it. 

DR. SNYDERMAN: Is that your fault? 

SEBELIUS: I think we bear part of the responsibility of-- of not being able to get 
through a lot of the noise. 

DR. SNYDERMAN: One of the big concerns is that as the numbers have been tossed 
out there. And we really don’t know how things are going to fall and that the middle 
class may really take out it on the chin. 

SEBELIUS: The middle class I would say depending on where that middle-class 
employee worked has been taking it on the chin. 

DR. SNYDERMAN: But when the President says this is the cost of your cable bill or 
your cell phone bill. That's not quite true. 

SEBELIUS: Well, six out of 10 people will have the choice if they choose to make it, 
the choice of a policy for under $100. 

DR. SNYDERMAN: But the backend hurts. 

SEBELIUS: It’s a debate. Do you want to have protection for basically every check- 
up, every visit, everything that you do or do you have a situation where you are 
making a determination where you and your family don’t use medical services that 
much and you want to make sure you have protection if something really goes 
terribly wrong. 

DR. SNYDERMAN: But is it conceivable to you that the number of a 5,000 under 
$6,000 deductible for a middle class family is a reasonable feasible number? 
SEBELIUS: Well, I think that families can make a budget choice. If that isn't 
something that clearly they can pay for and a lot of people couldn’t pay for that out 
of pocket. They will want a lower deductible. 

DR. SNYDERMAN: What does success look like? 

SEBELIUS: Well, I think success looks like at least seven million people having 
signed up by the end of March 2014. 

DR. SNYDERMAN: This is coming tomorrow. People without insurance can start 
signing up to buy it. Tomorrow, October 1st, the benefits then will kick in January 
1st 2014. And you will have until March 31st of next year to enroll. I think a lot of 
people will start to look- start looking at healthcare.gov where you can look at the 
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marketplace in your own state and then explore your options for your own 
coverage. There are a lot of options out there. I think people are going to be a little 
overwhelmed, Brian, when they start to see what this new marketplace looks like. 
WILLIAMS: What a time beginning with this 24 hour period. Doctor Nancy 
Snyderman, thank you as always. 

DR. SNYDERMAN: You bet. 



The Irony of ObamaCare: 

Making Inequality Worse 


UNITEHERE! 
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The Irony of ObamaCare 


The Irony of ObamaCare: Making Inequality Worse 

The promise of Obamacare was the right one and the hope for extending healthcare coverage to 
the un-and under-insured a step in the right direction. Yet the unintended consequences will hit 
the average, hard-working American where it hurts: in the wallet. Currently a national dialogue is 
emerging by all political parties on the issue of income inequality. That is a debate worth having. 
The UTiite House and Congressional Democrats arc “resetting” the domestic agenda following the 
negative fallout from the rollout of the ACA. They plan to shift focus from health care to bread 
and butter issues of income inequalit)' that have eroded the American paycheck for decades. 

Ironically, the Administrations own signature healthcare victory 
poses one of the most immediate challenges to redressing 
inequality. Yes, the Affordable Care Act will help many more 
Americans gain some health insurance coverage, a significant 
step forward for equality. At the same time, without smart fixes, 
the ACA threatens the middle class with higher premiums, loss 
of hours, and a shift to part-time work and less comprelKnsive 
coverage. 

• Transferring A Trillion Dollars in Wealth: Most of the ACA^ $965 billion in subsidies will go 
directly to commercial insurance companies, one of the largest transfers of public wealth 
to private hands ever. Since the ACA passed, the average stock price of the big for-prolit 
health insurers doubled, their top executives w'ere paid more than a half billion dollars in 
cash and stock options, and in the past 2 years, the top 10 insurers have spent $25 billion 
on mergers and acquisitions. 

• Strangling Fair Competition: Before reform, different types of health plans were regulated 
under different bodies of law. The Obama Administration has blocked many non-profit 
health funds from competing for the laws proposed trillion dollars in subsidies by 
refusing to set fair regulations for different types of plans. The unbalanced playing field 
will give employers of peo{:^e cos'ered by these plans powerful incentives to drop coverage. 

• Moving to Part Time Work: The Administrations experts say employers wont follow the 
incentives and drop coverage. But they also told the nation that employers would not cut 
workers’ hours to get below the 30- hour per week threshold for “full time" work, even as 
388 employers announced hours cuts since early 2012. 

• Cutting People's Pay: If employers follow the incentives in the law. they will push families 
onto the exchanges to buy coverage. This w'ill force low-wage service industry employees 
to spend $2.00, $3.00 or even $5.00 an hour of their pay to buy similar coverage. 


Obama Presses Case for 
Health Law and Wage 
Increase 

—New York Times, December 4, 2013 
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Mat^hequaiy Worse 


A Trillion Dollar Wealth Transfer 

$965 Billion: Proiectedinsufarne subsidies under OtaniacamlO yeas 

$25.4 Billion: Mergers and acquisilions by top lObeatti Insurers Iast2years 

$548.4 Million: Cash and stock options to 32 execs ol8ig 5 for prontlnsuers since Obamacar# 

45: States Mth two health insurers controlling 50+% of the market* 

0: Ukeiyaritt-tmsteriforcernentactioris against health insurers. ACA preserved their exernptionhoni federal 1^ 


The Congressional Budget OfHce projects that the federal government will spend at least $965 
billion in subsidies to make coverage purchased through the new online marketplaces affordable.' 
Nearly all of that money will go directly to health insurance companies, one of the largest transfers 
of wealth from public to private hands in history. This is the heart of the ACA — subsidies to 
persuade health insurers to make their products affordable to new customers. 


Even before subsidy cltecks, the ACA 
is benefiting for-profit health insurers. 

The average share prices of the lop 5 for- 
prohts — Wellpoint, United. Aetna. Cigna, 
Humana — have more than doubled since 
the March 23. 20 10 passage of the ACA. 

At a lime of record stock prices, the Big 
5*s aggregate share prices have increased 
almost twice as fast as the Standard and 
Poors 500 index of blue chip stocks.^ 


For-Profit Health insurance Stocks Since Obamacare 



"We continue to believe that public exchanges can represent a longer-term upside opportunity.” 

“Aetna CEO Mark J. Bertolini, New York Times, October 26, 2013 
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The Irony of ObamaCare 


strangling Fair Competition 

E^r decades, unions and their employers have provided affordable comprehensive benefits to 
employees through “Taft* Hartley" plans. Named for the anti*union law passed in 1947, these 
benefit funds are governed by a separate regulatory scheme from comrrkercial insurers, and are 
a non-profit maricet counterweight to the for-profit companies. Iheir joint union-management 
governance structure gives patients a unique democratic voice in plan governance. 

Ihese plans face extinction because the Obama Administration’s regulators have saddled them 
with all of the regulatory burdens but none of the benefits of health reform, lltrcc key problems 
combine to drive a potential hvc-ycar death spiral; 

An Example, UNITE HERE Health 

2013 : 

• Bad Actors Rewarded, Good Actors Punished: Like al pian$ Taft-Hartleys have eiminaied kfetirne knits on 
coverage and novr cover dependents until 26 years of age. New ACA rules proWt plans not already chargjng a premUn 
lor dependents from going back and imposing one So plans that achieved effidertcies through provktng good health 

prior to reform are punished. Plans that 'sched* financial problems by increasing employee costs before reform are 
rewarded by oontjnung to charge hi^ premiums arxl cost sharing 

• Employers respond to perverse incentives. A year before implementalion of Ihe employer mandate; 

• Cutting hours. Close to 400 empk^ers announce plans to cut workers' hours back to less than 30 to stay 
below the SO-worker ful-time threshold, more than a year in advance of the employer mandate. 

• Dropping coverage: The IRS aititrarily defined ‘atfordabit/’ as only applying to emptoyees. In response, 
UPS and other major employers ekminato coverage for working spouses 

2014 : 

• Exchanges open. Self-tunded plans inducing Taft-Hartleys are prohibAed from ofiering plans to the public 

• Subsidies begin to flow. Rist of a Iriion tax dolars moves to commerdal insurers 

• '^Beily Button Tax” imposed. Al plans pay $63 per head to ease the transilion for irtsurers offering on the 
exchanges. 

• Aetna, Cigna. Unied, Weipoint. Humana axf the Big Blues can recoup thdr taxes because they can offer 
plans on the exchanges 

• T^-Hartleys and self-tonded plans can only pay. 
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Mahing tnequai^ Worse 


• Employer penalties for dropping coverage are far smaller than the cost of providing 
coverage — even though many Taii>Hartleys plans cost far less than the market 

• Only plans that offer coverage on the exchanges can receive subsidies. 

• Self-funded plans like Taft- Hartleys are not permitted to offer plans to the piJ>lic, and the 
Administration has refused to hnd a way to allow them to do so. 

Taft- Hartley plans are entering a skewed marketplace facing competition with multibillion dollar 
insurers poised to pocket a trillion tax dollars over the next decade. Looking down the road, these 
plans face an accelerating slide down this uneven playing held: 


2015 : 

• Employer mandate begins. Empkjyers must choose: pay $8.00<>-$1 2,000 per employee for 
coverages a cut coverage and pay a $2,000 per erripbyee Fine. HospitaityincluslTyeco^ aeatea 
strong temptation to dump lower-income employee& 

• Employee income declines. For dropped employees, being pushed onto the exchanges will mean 
a rnafor toss ol irmne or health benefits. Farnies rnoving to the exchanges rnay lose between 4% and 
25% of irtcome to maintain eqiwalent benefits 

2016 - 2017 : 

• Pressure to drop intensifies. The cumulative effect of unsubsidizecl mandates on Tail-Hartley plans 
wd escalate the gap between the cost of bervefits and Ihe penaflies^ raising pressue to dropi 

• States allowed to form interstate compacts for commercial insurers. This wl give 
commercial insurers the ablity lo sel the same products in rrUliple states as self-insured plans can, with 
no recapnxal access to subsidies for the self -insureds Uiequ^ competitnn intensifies . 

• “Cadillac tax” Implemented. Withoul subsidies a the abiity to tweak premium shares and with Ihe 
new mandates raising costs plafts lace fatal taxation cii 40% of the value of Ihe plan. 
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The Irony of ObamaCare 


Part Time America: Test Case for Dropping Coverage 

Many experts sympathetic to the Obama Administration say employers will not dump cov'cragc 
in large numbers. Yet Obama Administration officials also frequently say that employers will not 
respond to the ACAs requirement that employers with more than 50 full time employees provide 
coverage for everyone working more than 30 hours per week. 


Yet polling commissioned by the U.S. Chamber of Commerce and the International Franchise 
Association found that nearly a third of US. franchise businesses have already cut workers* hours, 
and more than a quarter of franchisers have replaced full time with part time workers. A majority 
of businesses close to the 50*worker employer mandate threshold said they planned personnel 
moves to stay below 50 full time workers.^ 


Insestors.com. website of Investors Business Daily, has documented 388 public announcements 
of plans to reduce workers’ hours or cut jobs since early 2012. and several large businesses 
have eliminated health insurance for part time w'orkers. pro\'iding a counterpoint to the 
Administration’s reassuring statements. 


A Year Before Employer Mandate, Businesses have already: 


35 % 

31 % 



CUwrkm'ltouQ Ractoc«dFJfn»«Mti 


Som$:MkOprKtiSmi9mkrUSOefitifotCommciiM^WKtetAsin 


The Congressional Budget Offee 
now estimates that the ACA will 
reduce the annual hours worked 
in the economy from between 
1.5% and 2.0% ihnnigh 2024, 
the equivalent of losing 2 - 2.5 
million full time jobs. The CBO 
says this will happen primarily 
because workers will choose to 
work less. If those estimates are 
correct, the ACA's impact could be 
much worse than the CBO’s new 
prediction. Polling and a long list 
of announced job and benefit cuts 
suggest that employer behavior is 
reducing jobs and hours, too. 
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Maknghequaty Worse 


Cap and Cut: Employers Respond to Obamacare 


Investors.com: Feb. 1,2012- 
July15,2013 

244 articles, announcements, public notices and hearing records of 
empioyers planning to cut worirers' hours or benefits, a hire part time instead 
of full time workers 

Obama Administration: July 15 

(Press Seaeiaty Jay Carney) 

‘Plfyou look at the economic data, the suggestion that IheACA is reducing 
M-bme employment is belied by the tacts '' 

Investors.com: July 16-August 1 

23 additional reports of hours cuts in just two weeks, inctuding 1 40 workers 
at Central Michigan University and 37 in Brevard County FL. 

Obama Administration: August 

1 (CWS Direrto Marilyn Tavermer) 

7 do hear isolated incidents o> individuals trying to cut bade hours I've been 
al across this country. 1 actually Med to over 1,000 small businesses in 
Miami a couple months ago, ml ...they're trying to learn about the law and 
see if they can mdreil work for them. 

Investors.com: August 2 - August 
13,2013 

1 0 more reports in the next 1 1 days, including 50 Maine Subway workers 
limited to less than thirty hours. 

Obama Administration: August 

1 3 (Jason Furman, Chairman, Council o( 
Economic ArVisers) 

‘We are seeing no systematic evidence that IheAffordabb Care Act is having 
an adverse impact on job growth or the number of hours employees are 
worte^.'® 

Investors.com: August 14 - 
October 22, 2013 

61 further reports In the ensuing 7 weeks. Including national retail chain 
Forever 21 reducing the hours of 300 workers to M.5 per week. 

Obama Administration: 

October 22 (Press Secretary 

Jay Carney) 

'The percentage of full-lime jobs versus part-time jobs has been al the level 
of previous recoveries or greater than previous recoveries again, disproving a 
charge that seems to be made regubdy unchallenged. 

Investors.com: October 23 - 
December 31, 2013 

42 more reports Including retail giant Staples' decision to cap the weekly 
hours of 35,067 part lime workers at 25, sparking a national furor. " 


“Experts predict more employers in industries with large numbers of part-time workers will 
make similar decisions to keep costs low.... ‘Employers who employ a lot of unskilled [workers] 
will more often eliminate benefits,’ said Robert Laszewki, a healthcare industry consultant." 

—LA Times I /23/2014. reporting Targets announcement 
that it will drop coverage for up to 36.000 part time workers. 
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The Irony of ObarTtaCare 


Obamacare and Inequality: UNITE HERE Example 

UNITE HERE represents 300,000 workers in hotels, food service and gaming nationwide. Many 
receive benefits through UNITE HERE Healths Taft-Hartley funds. If employers follow the incentives 
in Obamacare. the hospitality industry will face labor strife, UNITE HERE members from around the 
nation will face pay cuts to keep good coverage, and the funds that deliver innovative care to thousands 
of service workers will be destroyed. 

Por example, Ihe New York Daily News described how the New York Hotel-Motel Trades Council plan 
offers “platinum” coverage at “silver” prices: 

“(wlith industr)' financing, the hotel workers union has operated health-care clinics for some six 
decades. The network includes 200 doctors and provides full ambulatory medical, dental, optical 
and pharmaceutical services at five locations in Manhattan, Brooklyn and Queens. 

“The health plan contracts with an additional 200 doctors to provide specialized care and services. 
As a result, the unions medical coverage costs about one-third of what other employers pay to buy 
health insurance." 


Angela Portiilo 
Guest Room Attendant 
Mandatay Bay Resort. Las Vegas 
Married 

Household Ixxjme $61,000 
(393% federal poverty level) 

'Houseke^)ingisak)ugh 
job— many of US suffer serious 
hiuriee doing this work And ObamaCamwouldc^^ 
hu^)and and I even more pain. The Obamacare websile 
sa^ vte wM have to pay $8,057.04 a year more to 
keep the greet insurance we have rxw. Thafsa$3.87 
per hour pay cut. We work hard for our hsurance. Mty 
shoM we have to t^ a cut in pay for ^ 
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Earl Baskerville 
50 year old food service worker, 
University of Hartford, CT 
Household Income: $45,000 
(392% federal poverty leved 
Single 

*Thehea^ care crisis hit our 
workplace hard. \Ne tried three 
different plans in a ffvee year cortact. When the tonprofi 
insurance companies were going ffrough the rool we switched to 
our union's plan to keep good benefits But Obamacare wH gw 
governrnent money to those plans and not bits Obarnacare would 
co^me$4.^.20ayearmore, or a $2.33 an hour pay cut. 
That’s not right. We just want to be ffeatedSre everyone else* 
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Maknghequaty Worse 


Does Washington Understand Inequality? 

The Associated Press headline for a new Brookings Institution study says that the ACA will have 
a “Big Impact on Income Gap." People in the bottom two tenths of the income distribution would 
see average gains of 5.3% and 7.2% from the ACA. But take a close look at Brookings’ graph. 
Families in the next lowest 20% (family income $20,000 to $38,000) would suffer significant 
income declines to achie\'e tliese gains. Meanwhile, the top ten percent would give up the smallest 
percentage of income. Only in Washington could asking the bottom of the middle class to finance 
health care for the poorest families be seen as reducing inequality. 


Change in average income under the Affordable Care Act, by income decile 






Arturo Marquez 

Cook Hotel ^Alale, San Francisco CA 
Single Falher, 2 chUdren 

Hcusehoid kiconie $44.0(K) (225% federal poverty level) 

Tm a sh^ dad and need every penny for my kkii The test deal Oban^iaa^coddofforrw would 
lake$1.908 more foan our union plan. 17iat’slikeadoliaranhourpayajt.tflgetm^sickandwind 
up infoehosf^l, foey can (^iarperne$3J00 mote out of pocket. I can't imagine taking cere oTrriy 


son and dauber whSe taking a $270 an how pey cut* 
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The Irony of ObamaCare 


Conclusion 


For two years, labor unions and employer partners have patiently explained to the Obama 
Administration and Congress the potential damage that the ACA poses to these unique, 
successful non-profit health plans. 

Having already made efforts to accommodate businesses, churches and congressional 
staff, it is ironic that the Administration is now highlighting issues of economic inequality 
without acting to preserve health plans that have been achieving the goals of the 
ACA for decades. Without a smart fix, the ACA will heighten the inequality that the 
Administration seeks to reduce. 

We take seriously the promise that “if you like your health plan, you can keep it. Period.” 
UNITE HERE members like their health plans. UNITE HEREs plans are ready to 
compete with the corporate giants of tiK health insurance industry* if Washington will 
simply create a level playing held. 


Endnotes 

1 Congress of the United States, Coogressiofial Budget Office, Updated But^l Projections: Fiscal Years 2013 to 2023. 
.May 201). pCBO Baseline'l 

2 Yahoo Finance Historical Shore Prices. Weekly closing prices for United Healthcare, Aetna. Cigna. Humana and 
WdipoinI were downloaded along with the S&P 500 index from March 2). 2010 through Noverober 26. 20l3.'Ihe 
prices on .March 2), lOlOfor oil six data sets were indexed to 1 00. and the five company share prices averaged. Four 
of the five exceeded theS&P 500, one of the five, Wdlpoint. slightly underperform^ the index, increasing 48.5% 
over the period measured. Ihc indexed prices for the other four individual companies: United: 227: Aetna: 200.47; 
Cigna: 245.63; Humana; 2 19.24. 

3 SEC Schedules 14A for United HeolthGroup IiKorporoled. Aetna Iik.. Cigna Corporation. Wellpoint, IrK..ar>d 
Humana. Inc.. 201 1, 2012. 201 3 

4 "AMA Analysis Lists States Where Orte Pehate Health Insurer Rules* http:f/www.ama‘assn.org/ama/pub/news/ 
ncws/20l3/2013-ll-07-s1udy-anticonipeUtive-market-conditiofts.page 
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7 hnp-y/www.reuters.com/article/20l3/08/01/net-us-usa>healthcare-la\'cnner-ktUSBR£96UlF520l30801 
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Labor Market Effects of the 
Affordable Care Act: Updated Estimates 


(Kcrview 

'Hie baseline economic projections des'cloped by the 
Congressional Budget OfTice (CBO) incorporate the 
agency's estimates of the htture clTecis of federal policies 
under current law. The agency updates those projections 
regularly to account lor nesv information and analysis 
regarding federal fiscal policies and many other influences 
on the economy. In preparing economic projections for 
the February 2014 baseline. CBO has updated its csti* 
mates of the effects of the Affordable Care Act (ACA) on 
labor markets.' 

The ACA includes a range of provisions that will take flill 
effect over the next several years and chat will influence 
the supply of and demand for labor through various 
channels. For example, some provisions will raise effective 
tax rates on earnings from labor and thus will reduce the 
amount of labor that some workers choose to supply. In 
particular, the health insurance subsidies that the act pro- 
vides to some people will be phased out as their income 
rises — creating an implicit tax on additional earnings — 
whereas for other people, the act imposes higher taxes on 
labor income directly. The ACA also will exert conflicting 
pressures on the quantity of labor that employers 
demand, primarily during the next few years. 

How Much Will ihe ACA Reduce 
Eniployinciil in die Lunger Tenii? 

The ACAs largest impact on labor markets will probably 
occur afler 2016. once its major provisions have taken 


I. A» tcfcrreil to in ihisfrpoti, fhc A/rntdahle Oirc Art comprises 
the I^iicni Protection and Afl'otdahlc Caie Aa (Public law 
1 1 i-l48}; (he health care provisions of the Health Care and 
Education RecoiKtlation Act ofZOlO (PL 1 11- 152). anti the 
eflercs ofsubsetjuent judicial decisions, statutory changes, and 
adniittiviraiivr actions. 


full effect and overall economic output nears its maxi- 
mum sustainable le\'el. CBO estimates that the ACA 
will reduce the total number of hours worked, on net. 
by about 1.5 percent to 2.0 percent during the period 
from 2017 to 2024, almost entirely because workers will 
choose CO supply less labor — given the new taxes and 
other incentives they will face and the financial benefits 
some will receive. Because the largest declines in labor 
supply will probably occur among lower-wage workers, 
the reduction in aggregate compensation (wages, salaries, 
and fringe benefits) and the impact on the overall econ- 
omy will be proportionally smaller than the reduction in 
hours worked. Specifically. CBO estimates that (he ACA 
will cause a reduction of roughly 1 percent in aggregate 
labor compensarion over the 2017-2024 period, com- 
pared with what it would have been otherwise. Altliough 
such effects are likely to continue after 2024 (the end of 
the current lO-ycar budget window), CRO has not esti- 
mated their magnitude or duration over a lon^r period. 

The reduction in CBOs projections ofhours worked 
represents a decline in the number of full-dme-cquivalent 
workers of about 2.0 million in 2017, rising to about 
2.5 million in 2024. Alihou^i CBO projects that total 
employment (and compensation) will increase over the 
coming decade, that increase will be smaller than it would 
ha\x been in the absence of the ACA. The decline in full- 
time-equivalent employment stemming from the ACA 
will consist of some people not being employed at all and 
other people working fewer hours; however. CBO has not 
tried (o quantify those two components of the overall 
effect. The estimated reduction stem.s almost entirely 
from a net decline in the amount of labor that workers 
choose to supply, rather than from a net drop in busi- 
nesses’ demand for labor, so it will appear almost entirely 
as a reduction in labor force parciciparion and in hours 
worked relative to what would have occurred otherwise 


CBO 
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rathtfr than as an increase in unemployment (that is, more 
workers seeking but not finding jobs) or undcrcmploy- 
nietit (such as part-time workers who would prefer to 
work more hours per week). 

CBO's estimate that the ACA will reduce employment 
reflects some of the inherent trade-olTs involved in 
designing such legislation. Subsidies that help lower- 
income people purchase an expensive product like 
health insurance must be reiatb'ely large to encourage a 
.significant proporrion ofeligible people to enroll. If those 
subsidies are phased out with rising income in order to 
limit their total costs, the phaseout effectively raises peo- 
ple’s marginal tax rates (the tax races applying to their 
last dollar ofincome). thus discouraging work. In addi- 
tion. if the subsidies arc financed at least in pan by higher 
taxes, those taxes will further discourage work or create 
other economic distortions, depending on how the taxes 
are designed. Alternatively, if subsidies arc not phased out 
or eliminated with rising inconte. then the increase in 
taxes required to finance the subsidies would be much 
larger. 

CBO's estimate of the ACAs impact on labor markets U 
subject to substantial unccnaincy, which arises in pan 
because many of the ACAs provisions have never been 
implemented on such a broad scale and in part because 
available estimates of many key responses vary consider- 
ably. CBO seeks to provide estimates chat lie in the 
middle of the distribution of potential outcomes, but 
the actual effects could differ notably from those esti- 
mates. I'or example, if fewer people obtain subsidized 
insurance coverage through exchanges than CBO expects, 
then the effects of the A(DA on employment would be 
smaller than CBO estintates in this report. Alternatively, 
if more people obtain subsidized coverage through 
exchanges, then the impact on the labor market wxtuid 
be larger. 

Why Will 'ITiosc Reductions Be Smaller in ihc 
Short Term? 

CBO estimates that the ACA will cause .smaller declines 
in employment over the 20I4--2016 period than in later 
years, for three reasons. First, fcwxr people will receive 
subsidies through health insurance exchanges in chat 
period, so fewer people will face the implicit tax that 
results when higher earnings reduce those subsidies. 
Second, CBO expects the unemployment rate to remain 
higher than normal over the next few* years, so more 


»aki:akv 2014 

people will be applying for each available job— meaning 
that if some people seek to work less, other appltcaiiu will 
be readily available to HU those positions and the overall 
effect on employment will be muted. Third, the ACA's 
subsidies for health insurance will both stimulate demand 
for health care scrs'iccs and allow low-income households 
to redirect some of the funds chat they would have spent 
on that care toward the purchase of other goods and ser- 
vices — thereby increasing overall demand. That increase 
in overall demand while the economy remains somewhat 
weak will induce some cmployen to hire more workers or 
to increase die hours of current employees during that 
period. 

Why Does CBO Estimate Larger Reductions 
Than It Did in 2010? 

In 2010, CBO estimated that the ACA. on net. would 
reduce the amount of labor used in the economy by 
roughly half a percent — primarily by reducing rhe 
amount of labor that workers choasc to supply.* That 
measure of labor use was calculated in dollar terms, 
representing the approximate change in aggrt^tc labor 
compensaiion that would result. Hence, that estimate 
can be compared with the roughly I percent reduction in 
aggfeg.iie compensation that CBO now estimates to 
result from the act. There are ses'eral reasons for that 
difl^rcncc: CBO has now incorporated into its analysis 
additional channeb through which the ACA will affect 
labor supply, rcviciivcd new research about those effects, 
and revised upward its estimates of rhe responsiveness of 
labor supply to changes in tax rates. 

Effects of the ACA on the 
Supply of Labor 

CBO anticipates that the ACA will lead to a net reduc- 
tion in the supply of labor. In the agenc>‘s judgment, 
the effects will be most evident in some segments of 
the workforce and will be small or negligible for most 
categories of workers. ('ITic ACA also svill slighdy affect 
employers* demand for labor, as discussed below, and the 
total effect on labor use will consist of the combined 
effects on supply and on demand.) In CBO's view, the 
ACA’s effects on labor supply will stem mainly from 
the following provisions, roughly in order of importance: 


2. Sec CongroMonal Budget OfTicc. Tfie Hrn/gri Unnomir 
OutUak /in Vp/Lttf (August 2010). Dos 2- i . wwvr.cho ^v/ 
piii»licaiion/21(>70. 
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■ The subsidies for hcalch insurance purchased iluough 
exchanges; 

■ The expansion of eligibility for Medicaid; 

■ The penaiiics on employers that decline to offer 
insurance; and 

■ The new taxes imposed on labor income. 

Some of (hose provisions will reduce the amount of 
labor supplied by some workers; other provisions will 
increase the amount of labor supplied by other workers. 
Several provisions also wili combine to affect retirement 
decisions. 

The ACA also could alter labor productivity — the 
amount of output generated per hour of work — which 
in turn would influence employment (lor example, by 
affecting woiitcrs health or firms’ investments in trainliig 
of workers). The cflects on productivity could be positive 
or negative, however, and (heir net impact is uncertain, so 
they are not refiected in CRO's estimates oflabor supply 
or demand. Because the ACA could affect labor markets 
through many channels, with substanibl uncertainty 
surrounding the magnitude of the effects and their inter- 
actions. CBO has clioscn not to report specific estimates 
for each of the channels encompassed by its analysis. 

Effects of Insurance Subsidies on (lie 
Supply of Labor 

Beginning in 2014, many people who purchase insurance 
through exchanges will be eligible for federal tax credits 
to defray the cost of their ptemiums, and some also will 
be eligible for cosr-sharing subsidies to reduce out-of- 
pocket expenditures for health care. 'ITose subsidies are 
largest for people whose income is near the federal pov- 
erty guideline (also known as the federal poverty level, 
or hPL), and they decline with rising income.^ 

In 20 1 4, for example, a single person or a family whose 
income is 1 50 percent of the FPL and Is eligible for 
.subsidies will pay 4 percent of their income for a cenain 
“silver" health care plan purchased through an exchange; 
if their income is 200 percent of the FPL, they will pay 
6.3 percent of their income for that plan.* An increase in 


3. In 2013, the FPL (which » indexed lo innariwn) was SI 1,490 foe 
t tin^ person and S23.5S0 for a family (iffinir. Cakulanons of 
euhange subsidies for 2014 use (he 2013 FPL schedule. 


income thus raises the enrollce premium (and reduces 
ilie subsidy) both bccau.se the pen^ntage-of-income for- 
mula applies to a larger dollar amounr and because dtat 
pciceiuage itself iiKfcascs. People w'hose income exceeds 
400 percent of the FPL are ineligible for premium sub- 
sidies, and for sonte people those subsidies will drop 
abniprly to aero when income crosses that threshold. 
Cost-sharing subsidies also phase out in steps with rising 
income, declining sharply at 1 50 percent, 200 percent, 
and 250 percent of the PPL, 

CBO's estimate of the impact that the subsidies will have 
on labor supply has three components; the magnitude of 
the incentive, the number .and types of people affected, 
and the degree of responsivervess to the incentive among 
(hose who are affected. 

The .Magnitude ofUic IiKcnihx- to Reduce Labor Supply. 
For some people, the availability of exchange subsidies 
under the ACA will reduce incentives to work both 
through a substitution effect and throu^ an income 
effect. The former arises because subsidies decline with 
rising income (and increase as income foils), thus making 
work less aitmctive. As a result, some people will choose 
not to work or will work less — thus substituting other 
activities for work. The income effect arises because 
subsidies increase available resources — similar to giving 
people greater income — Uicreby allowing some people to 
maintain the same standard of living while working less. 
The magnitude of the incentive to reduce labor supply 
tims depends on the size of the subsidies and the rate at 
which they arc phased out. 

Tlie Number and T^ pcs of Workers l.iketyTo Be Affected. 
Subsidies clearly alter recipients’ incentives to svork and 
can certainly Influentt the labor supply of those who 
would gain eligibility by working and earning slightly 
less. But most full-time workers do not confront that 
particular choice — either their income is well above 
400 percent of the FPL or they are offered employment- 
based health insurance and thus are generally ineligible 
for subsidies regardless of their income. Even so, one line 
of research indicates th.it the subsidies will affca the labor 
supply of many full-time workers with health insurance 


4. A silver plan paysalmui 70 percent afanvred health com. on 
average. For ihc fcoond-lean-cxpeiuivc »rlw plan oOrred on the 
excltangn. ihc preiniim), net of tuhiidjes, for a family of four in 
2014 would be $1,413 at ISOperceni of liie FPL ($3$325j but 
would rite to $2,967 at 200 percent of the FPL (S47.IOO). 
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from their employer — precisely because they effectively 
forgo exchange subsidies when they take or keep a job 
with health insurance.^ If instead a sv'orker s^’itched to a 
part'time job. which typically docs not offer health insur* 
ance, that worker could become eligible for exchange 
subsidies. In that view, exchange subsidies effwiively 
constitute a rax on labor supply for a broad range of 
workers. 

In CBO’s judgment, however, the cast of forgoing 
exchange subsidies o|>erate.s primarily as an implicit tax 
on employment-b.'ised insurance, which does not imply a 
cliange in hours worked. Instead, the tax can be avoided 
if a worker swtehes to a difTerent full-time job without 
health insuraiKC (or possibly two part-time jobs) or if the 
employer decides to stop offering that benefit. The conse- 
qttences of that implicit tax are incorporated into CBOs 
estimate of the ACA's effect on employment-based cover- 
age — which is projected to decline, on net. by about 
4 percent because of the ACA (see Appendix B).^ 
Correspondingly, the negative effects of exchange subsi- 
dies on incentives to work will be relevant primarily for a 
limited segment of the population — mostly people who 
have no olTer of cmploymeiu-bnsed coverage and whose 
income is elthci below or near 400 percent of the FPL. 

Nonetheless, another subgroup that has employment- 
b.ased insurance does seem likely to reduce their labor 
supply somewhat. Specifically, those people whose 
income would make them dibble for subsidies through 
exchanges (or for Medicaid), and who work less than a 
full year (roughly 10 to 15 percent of wotkers in that 
income range in a typical year), would tend to work 
somewhat less because of the ACAs subsidies. For those 
workers, the loss of subsidies upon returning to a job with 
health insurance is an implicit tax on working (and is 
equivalent to an average tax rate of roughly 1 5 percent. 
CBO estimates). That implicit tax will cause some of 


5. See Cat^ Mulligan. Avtntgf MdijiiMt Jkx Ham IMder tht 

AjJortUI^ QinAtl, Working Bipet 19365 (Naiional Bureau of 
Ecortomic Kcscarcb. August 2(II3K wv.'w.nber.org/papers/ 
wl936S, and tiihrAffintaUe Cm Aft OifferfHt Fnm 

A EeoMHtM Ptn/>trtitr. Working Papci 19366 (National 
bureau of Economic Research, August 2013). tvww.nbcrorg/ 
|M{Ws^wi9.t66. 

6. S« CongtessHMial Btulget Offitc. CBO tnA JCT't firiirwtw of tl*e 
Fffrta of tht Af^nUUt Cm Act oh the NwhIkt of ProfJe OhtMnitg 
Emfl^rtKenuHitieJ Health Ituunnter (Mardt 2012). %s-ww.i lw.gov/ 
piibliraiinn/43082. 
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those workers to lengthen the time they are out of 
work — similar to the effect of unemployment benefits. 

Responsiveness of Affected Groups. The implicit taxes 
that arise from the phaseout of the .eubsidies have effects 
on net income that are similar to the effects of direct 
taxes. W^ith tax changes, however, the income and sub- 
stitution effects typically work in opposite direccion.s. 
whereas with the insurance subsidies the income and 
substitution effects work in the same direction to decre.ise 
labor supply.’ CBOs estimate of the response of labor 
supply to the subsidies is based on research concerning 
the vvay changes in marginal tax rates affect labor supply 
and on studies analyzing how labor supply responds to 
changes in aftcr-ux income.' 

Effects of the Medicaid Expansion on Labor Supply 
The ACA significantly increases eligibility for Medicaid 
for residents of states that choose to expand their pro- 
grams. In states that adopt the expansion. Medicaid 
eligibility is extended to most noneldcrly residents 
whose income is below 138 percent of the FPL — includ- 
ing childless adults who previously were ineligible for 

Medicaid in most states regardless of their income. In 
states that have not expanded Medicaid, people whose 
income is between 100 percent and 138 percent of the 
FPL become eligible for subsidies through the e.xclianges: 
in chose states, subsidies could decline abruptly if an 
enrollee's income fell from just above the FPL to just 
below it (and vice versa). By 20 1 8, CBO expects that 
around 80 percent of the potentially eligible population 
will live in states that h.ive expanded Medicaid. 


7 Tu see how the fubsiiiuiton and income effeett can crenie 
counteracting presvurev on peoplet willingness to work when tax 
ram change, conti<i«r the case of an increase in cut rues. The 
resulting reduction in take-home pay for an addiiiorul hour of 
work makes work leu valuable relative to other uses of time and 
enenurages profile to work less. Reduced aftcr-iax irKome Bom a 
given amount of woric, hosvevec. encourages people to work more 
to limit the decline in their standard of living. 

8 See Congressional Budget Office, How the Supply of Lthor 
linpondi to Chitnget m FiteaJ Polify (October 2012), vvww.cbo.gov/ 
publicaiion/43674; Koberi McClelland and Shannon Mok. A 
Rewtte of Rerem Refeart4toH iMhor Sttpply EhtaUitiet, Working 
Caper 2012-12 (Congressional Budget Office. October 2012), 
w<A-\i.cho.gnv/p(iMkaiian/4367S;arid Fdix Rrkhlingand Charles 
Whalen. Riviftv ofEttinuua of tlft Froth ELotkity of Labor Sop^y. 
Working l^per 20 1 2* 1 3 (Caingrevsional Hiitiget Offiice. Octoix-r 
2012). www.cbu.gpv/piildkaiion/43676. 
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Incentives lo Change Uibor Supply and Groups Aflecied. 
h>r some people, the ACA's expansion of Mediciid will 
reduce the incentive to work — but among other people it 
will increase thar incentive. As with exchange subsidies, 
access to Medicaid confers financial heneliis that are 
phased out wth rising income or (mote commonly) elim- 
inated when income exceeds a threshold; some people 
will thus work fewer hours or withdraw from the labor 
force CO become or remain eligible (the substitution 
effirer). Moreover, those financial benefits svill lead some 
people 10 work less because the increase in their available 
resources enables them to reduce work without a decline 
in their standard of living (the income effect). 

At the same time, some people who would have been 
eligible for Medicaid under prior law — in particular, 
working parents with very low income — will work more 
as a result of the ACA's provisions. In 2013, the median 
income threshold for that grr>up's Medicaid eligibility was 
64 percent of the FPL (albeit with substantial siate-to- 
state variation), lltc incentives and groups affected 
depend on whether a state has adopted the Medicaid 
expansion (and, in both cases, those incentives are inter- 
ovined svith the effects of the exchange subsidies); 

■ In states that ha\% chosen to expand Medicaid, the 
ACA now allows parents to qualify for Medicaid with 
income up to 138 percent of the FPL. And if their 
income rises above that threshold, those parents would 
generally be eligible for premium tax credirs and cost- 
sharing subsidies for insurance purchased through 
the exchanges unless they ate offered qualified 
employment-bated health insurance. The subsidies 
will cover a smaller share of cnrollees’ medical costs 
than Medicaid would, but under prior law those 
participants ultimately would have become ineligible 
for Medicaid and lost all benefits. As a result, some 
people who would haw curtailed rheir hours of work 
in order to inainiain access to Medicaid tinder prior 
law will now be able to increase their hours and 
income while remaining eligible for subsidiacd 
insurance. 

■ In states that choose not to expand Medicaid, the 
availability of exchange subsidies also will lead some 
people to H'ork more. Specifically, some people who 
would oihcnvisc have income below the FPL will 
work more so that they can qualify for the stibstaniial 
exchange subsidies that become available when 
income is coual to or just above the FPL 
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Responses of Affected Groups. A number of studies 
examining the impact of ch.inges in Medicaid eligibility 
for parents and children have shown either no effects or 
small effects on the labor supply of single motliers; cfl'ects 
on two-parent households appc.'ir to be somewhat larger, 
in part because health in.surance has stronger effects on 
the labor supply of secondary earners.’ 

More recently, several studies have examined changes in 
state policies that affect childless adults — who coimituie 
the majority of those gaining coverage through the Med- 
icaid rxpnsion — and larger effects have been reported. 

Some reductions in employment arc reported among 
people who have gained Medicaid eligibility, alchougit the 
findings differ regarding the magnitude and statistical sig- 
nificance of that effect.'® Similarly, other research shows 
a rise in employment races with the withdrawal of Medic- 
aid cowrage from childless adults who had previously 
been turned down for private insurance." Ikause those 
studies examined state-level policy initiatives affecting 
program eligibility — instead of changes in eligibility 
aiiribucablc to income changes, which could merely 
reflect changes in employment — the results provide some 
useful Insiglns into the potential effects of the ACA (even 
though other aspects of the studies raise questions about 
their applicability to an analysts of the ACA). 

Taking chat lesearch into account, CBO estimates chat 
expanded Medicaid eligibility under the ACA will, on 
balance, reduce incentives to work. That effect has a tcla- 
tively modest influence on total labor supply, however, 
because the expansion ofeligibilicy for Medicaid 
primarily affects a relatively small segment of the total 
popuIation~-hoth because most people’s income will 


9. jonuUau Cmber and Brigitte C Madrian, //eaM Inwntner. 

Labor and Job Mobility: A Critifol Hrvitw of tin Liuntiurr, 

■ Wurking I'apcr S8 17 (National Bureau ofEconomic Rnearch. 
February 2002), www.tiher oig/papers/«v88]7. 

10. See Katlterine Raickerand otben. Thf Impact of MMuaid on 
Labor /wrr Attioitj and Pr^ntm l{iriicipatioH: BoiJewe from the 
OrrioH Htahh Inturanct Experiratnt, Working Paper 19S47 
(National R«irr.ui ofFconotnic Reseatch. October 20)3). 
v.-ww.nbcr org7papcrs/w 19547; and laura Dague, Thoituu 
DeUire.and Lindsey Lciningcr. 'IIk FfiectorPtiMk Insurance 
Coverage for Childlcu Adults on l.aboc Supply^ (draft, .Vbicli 
2015). www,Mh,ctlu/-achin/confererKc/daBue-pdf(950 KB). 

1 1 . Craig Canhwaite, 'tal Gross, and Maribcw J. Notowidtgdo, fSAlic 
HtaUh Imumtut. labor Supply, and k'mploytnfnt Lock. Working 
Paper 19220 (National Bureau of Feonomic Research. July 2015). 
wv.wnbef.cir|/papcrs/w 1 9220. 
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signiBcandy exceed the cutoff for Medicaid eligibi!ir>'and 
becauic some low-income people live in states that arc 
not expected to expand Medicaid. 

Effects of the Employer Penalt)' on Labor Supply 
Under the ACA, employers with 50 or more full-time- 
equivalent employees will face a penalty if they do not 
offer insurance (or if the insurance they offer docs 
not meet certain criteria) and if at least one of their full- 
time workers receives a subsidy throu^ an exchange. 
Originally scheduled to rake effect in 2014, that penalty 
is now scheduled to be enforced beginning in 2013. In 
CEOs judgment, the costs of the penalty eventually will 
be borne primarily by workers in the form of reductions 
in wages or other compensation — just as the costs of a 
payroll lax lesied on employers will generally be passed 
along to employees.'^ Because the supply of labor is 
rcsponsh-c to changes in compensation, the employer 
penalty will ultimately induce .some workers to supply 
less labor. 

In the next few years, ho^vcver. when wages probably will 
not adjust fully, those penalties will tend to reduce the 
demand for labor more than the supply. In the longer 
mn, some businesses aba may decide to reduce their 
hiring or shift their demand tmvard part-time hiring — 
either to stay below the threshold of 50 full-time- 
equivalent workers or to limit the number of full-time 
workers that generate penalty payments. But such shifts 
might not reduce the overall use of labor, as discussed 
below. 

F.ffccLs of Higher Marginal Tax Rates on 
Labor Supply 

To cover part of the cost of the expansion of coverage, the 
ACA also imposes higher taxes on some people.*' In par- 
ticular, the payroll tax for Medicares Hospital Insurance 
program has incieased by 0.9 pcicenuge points for work- 
ers whose earnings are above 5200,000 (S250,000 for 
chose filing a joint return}.'* As with other tax increases, 
those changes will exert compering pressures on labor 
supply: Lower after-tax compensation will encourage 
people to work more to make up for the lost income, but 


12. By contrast. Ifemptoyen add health insurance covetaj^e as a 
henefii in mponie to the penalty or drop eowrage despite it, 
CBO estimates that ilKir H-othets* waj^es mil adfust by loughly 
the employers' cost of pros*iding that coverage — so total 
tt>is)|settsaiu>n ssuuU stay alHsui else saute aiitl Ijhnt Mipyly wiiikl 
not be afVected by the chani^c in cntploser coverage. 
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the decline in after-tax hourly compensation abo will 
reduce the return on each additional hour of work, thus 
tending to reduce the inccntb’c to work. On net, CBO 
anticipates, the second eifeci will be larger than the 
first, and the tax will yield a small net reduction in labor 
supply. 

In addition, beginning in 2018, the ACA imposes an 
excise tax on certain high-cost health insurance plans. 
CBO expects that the burden of that tax will, over time, 
be borne primarily by workers in the form of smaller 
after-tax compensation. Some firms may seek to avoid or 
limit (he amount of the excise tax they pay by switching 
to less expensive health plans, and in that case workers’ 
wages should rise by a corre.sponding amount. Those 
w'agcs wall be subjea to income and payroll taxes, how- 
ever. so total tax payments tn* those workers will be hi^er 
than they would have been in the absence of the ACA. 
After-tax compen.sation will thus fall whether firms pay 
the excise tax or take steps to avoid it. and the resulting 
increases In average and ma^inal tax rates will cause a 
slight decline in the supply of labor, CBO estimates. 

Under certain circumstances, the ACA also imposes a 
penalty tax on people who do rot have qu.*ilified health 
insurance. That tax ts to be phased in over time: by 2016, 
it wilt generally be the greater of $695 annually per aduli 
or 2.5 percent of taxable income (each subject to a cap}.'^ 
For people who are subject to the percentagc-of-incomc 
penally, that lax discourages work — but CBO estimates 


13. CBO and the ttafTnf the joint Committee on Taxation have 
estimated that, on balance, the ACA will reduce ihe cunmlaiive 
cicficit <*wr the 2013-2022 period because «t« in other spending 
more than olTsei the rest of lire ctMt of the expansion in cuverage 
Therefore. rqsealingthe.ACA would increare budget deficits by a 
corresponding amount over ihni period: see Congressional Budget 
Oflicc, letter to the Honorable John Boehner providing an 
csiiniare (or H.R. (i079. the Repeal of Obamacare Act (July 24. 
2012). www.cbo.gniv/pvd)ik.i(ioit/4>47l. 

14. The ACA has alto nued die Mv nienn capital irveome for some 
higher-income households and imposed taxes on cctrain goods 
and services (streh as medical devires), but CKO does nm expect 
those provisions to have a noticeable effect on the ovetall lalmt 
market. 

1$. For families arc subjea to the dollar penalty, the penJty per 
chihi it otie-hall the adult petalty. and in 2016 the payment is 
capped at S2.08^; for people who are aubject to the pctcent^-of- 
income pendiy. the tax paymcni is capped at the average cost of a 
"bronic' insurance plan (which, on avet.^e. covets 60 percent of 
enmilces' health emts) ofTerrd through the exchanges. .Vtcr 2016. 
die dotl.ir |icnJ(y is indexed to general mlhuiim. 
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that a relativtfly small number of Markers will be affected. 
About 6 million workers and dependents will be subject 
to the penalty la.t in 2016, and among the workers who 
pay it, a large share will be subject to the dollar penalty 
rather than the percenrage-of-income penaJt)'.“ As a 
result, CDO estimates that its impact on aggregate labor 
supply will be negligible. 

EITccts un Keti remen ( Decisions and 
DLsabIcfl Workers 

Changes to the health insurance market under the ACA, 
including provisions that prohibit insurers fiom denying 
coverage to people with preexisting conditions and those 
that restrict variability in premiums on the basis of age or 
health status, will lower the cost of health iitsuiance plans 
offered to older workers outside the workplace. As a 
result, some will choose to retire earlier than they other- 
wise w'ould — another channel through which the ACA 
will reduce the supply oflabor. 

I he new insurance rules and wider availability of subsi- 
dies also could affect the employment decisions of people 
with disabilities, but the net impact on dieii labor supply 
is not clrar. In the absence of the ACA, some workers 
with disabilities would leave the HYirkforcc to enroll in 
such programs as Disability Insuraitce (DI) or Supple- 
mental Security Income (SSO and receive subsidized 
health insurance. (SSI enrollees also receive Medicaid; 

DI enrollees become eligible for Medicare after a two- 
year waiting period.) Under the ACA, however, they 
could be eligible for subsidized health insurance offered 
through the excltanges, and they cannot be denied cover- 
age or charged higher premiums because of health 
problems. As a result, some disabled workers who would 
uthertvise have been out of the workfuice miglit stay 
employed or seek employment. At the same time, those 
subsidies and new insurance rules might lead other dis- 
abled workers to leave the workforce earlier than they 
otherwise would. Unlike DI applicants who are ineligible 
lor SSI, they would not have to wait two years before they 
revived the ACAs Mediuid benefits or exchange subsi- 
dies— making it more attractive to leave the l;d)or force 
and apply for DI. 


16. See Congfejsioiwl Budget Office. Papntntt cf f»r Htiiig 

(jMUukitJ Vndrr thf Affordable Ckrr An (September 2012}. 
wK'w.cbo gov/pubbca(i(m/43<S28. 
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Possible Hffecis un Labor Supply 
Thruu^ ProducUvit)' 

In addition to the cffcas discussed above, the ACA could 
shape the labor market or the operations of the health 
sector in ways that affect labor producriviiy. I'or example, 
to the extent that increases in insurance coverage lead to 
improved health among workers, labor productivity 
could be enhanced, in addition, the ACA could influence 
labor productivity indirectly by making it easier for some 
employees to obtain health insurance outside the vvork- 
place and thereby prompting those workers to take jobs 
chat better match their skills, regardless of whether those 
jobs oflered employment-based insurance. 

Some employers, howeser. might invest less in their 
wxirkcfs— by reducing training, for example— if the 
turnover of employees increased because their health 
insurance was no longer tied so closely to their jobs, 
h'urihermore. productisity could be reduced if businesses 
shifted toward hiring more part-time employees to avoid 
paying the employer penalty and if part-time workers 
operated less efFlcieniiy than full-time workers did. (If 
the dollar loss in productivity exceeded the cost of the 
employes penalty, however, businesses might not shift 
toward hiring more part-time employees.) 

Whether any of those changes would have a noticeable 
influence on overall economic productivity, however, is 
not clear. Moreover, those changes arc difficult to quan- 
rily and they influence labor productivit)' in opposing 
directions. As a result, their eflecis are not incorporated 
into CBOs estimates of the effects of the ACA on the 
labor market. 

Some recem ana!}’scs also have suggested that the ACA 
will lead to higher productivity in the health care sec- 
tor — in particular, by avoiding costs for low-value health 
care services— and thus to slower growth in health care 
costs under employment-based health pians.'^ Slower 
growth in those costs would effectively increase workers’ 
compensation, making work more attractive. Those 
elTects could increase the supply oflabor (and could 
increase the demand for labor in the near term, if some of 
the savings were not immediately passed on to workers). 


17. See Council of Economic AdviMns. Trends in Heahh Oar Out 
Growth and the Kale of the Affordable Cite An (Nowmber 2013). 
htt|>://| 0 .u*a.gov/ZJFJi and Davjd Cutler and Necraj Sooj, New 
}oii Thnnfft Better Health Care (Cerwr for American Progress. 
January 2010), hup7/rinyurl.<om/oc2zdta. 
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Whether the ACA already has or will reduce health care 
costs in the private sector, however. Is hard to determine. 
'I'he ACAs reductions in payment rates to hospitals and 
other providers have slowed the growth of Medicare 
spending (compared with prujecuons under prior law) 
and thus coniribuied to the slow rate of os’erall cost 
growth in health care since the law's enactment. Private 
health care costs (as well as national health expenditures) 
have grown more slowly in recent years as h'cU. but ana* 
lysis dilTer about the shares of ilut slowdown titai can be 
attributed to the deep recession and weak recover)’, to 
provisions of the ACA, and to other changes within the 
health sector. Morcow. the overall influence of ihe ACA 
on the cost of employmem*bascd coverage is difficult to 
predict — in part because some prrsvisions could either 
increase or decrease private*scctor spending on health 
care and in part because many provisions have not yet 
been fully iinplememcd or evaluated.** Consequently, 
CBO has not attributed to the AC^ any employment 
effects stemming from slower growth of premiums in the 
private sector. 

ElTects of the ACA on the 
Demand for Labor 

*rhc ACA also will affect employers' demand for workers, 
mostly over the next few years, both by increasing labor 
costs ihrougii the employer penalty (which will reduce 
labor demand) and by boosting over.i)l demand for goods 
and services (which will increase labor demand). 

Effects of the Employer Penalty on the 
Demand for Labor 

Beginning in 20 1 5. employers of 50 or more fulbtiine* 
equivalent workers that do not offer health tnsuiance 
(or that offer health insurance that doe.s not meet certain 
crireria) will generally pay a penalty. 'Iliat penalty will 
initially reduce employers' demand for labor and thereby 
tend to lower employment. Over time, CBO expects, die 
pen alt)’ will be borne primarily by workers in the form of 
reduced wages or other compensation, at which point the 
penalty will have little cfleci on labor demand but will 


18. Beibre rkc ACA wai enacted. CBO eicimaied ctwii the ptovuiom 
0^1 titniUr prnpoul might tatiws small increiK or dec tease m 
piemitims for empkivnteitt'Imnl coverage, ahhoiigli that analysts 
dtd nor ukcinco account the cflects of the excise tax on certain 
high-co.vi emplrsymmt-lnseii plans. Sec Congietsionjl Budget 
Ofltcc. An Annlpii ef fleaiih Imuranet Prtmimm Under iff Pntient 
Pnttrtim nnti Affaidnhif QtnAtt (Kuvrnilter 2009). 
svwxv.cbo-gov/publicjtion/^ 1 792. 
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reduce Libor iiippfynxxd will lower employment slightly 
through that channel. 

Businesses face two constraints, however, in seeking to 
shift the costs of die penalty to workers. First, there is 
considerable trvidence that employers refrain from cutting 
their employees’ wages, even when unemployment is high 
(a phenomenon sometimes referred to as sticky wages).'* 
For that reason, some cmplo)rcrs might leave wages 
unch.inged and instead employ a smaller workforce. That 
cfTect will probably dis.sipaie entirely over several years for 
most workers because companies that face the penalty can 
restrain wage growth until workers have .ibsorbed the cosr 
of the penally — thus gradually eliminating the negative 
eflect on labor demand that comes from sticky wages. 

A second and more durable constraint is dial businesses 
generally cannot reduce workers' wages below the statu- 
tory minimum wage.™ As a result, some employers ivill 
respond to the penalty by hiring fess’er people at or just 
above the minimum wage — an effeci that would be simi- 
lar to the impact of raising rhe minimum wage for tho.se 
companies' employees. Over time, as worker productivity 
rises and inflation erodes the value of the minimum wage, 
that effect is projected to decline because wages for 
fcvk-cr jobs will he constrained by the minimum wage. 

The effect will not disappear completely over the next 
1 0 )*ears, however, because some wages arc still projected 
to be constrained (thar is, wages for some jobs will be at 
or just above the minimum wage). 

Businesses also may respond to the employer penalty by 
seeking to reduce or limit their full-time staffing and to 
hire more part-iinie emplo)'ves. Those responses might 
occur because the employer penalty will apply only to 
businesses with 50 or more full-time-equivalent cmpIo>'- 
CCS. and cmplo>xr$ will be charged only for each Full-time 
employee (not counting the first 50 employees). People 
are gcncially considered full time under the ACA if 
they work 30 hours or more per week, on average, so 


19. See, for example. IVicr CiouxhalL. 'Dwvnwiid Noniinal Wage 
ITcxibiiirr: Real or Measurement Eno^' 

and Stnrinui, vol. 87. ivn 3 (Aiigvu 2005). pp. 556-568. 
hiipc/Ainyurl.cocn^Obcxu; and Alcsundni Braiiieri, Siuariin 
Baru, and I^« Cioittchalk, Some Hvtdenee an iht Im^run<f 
pfStuiy Working I^pcr i6l50 (MationaJ Bureau of 
Economic itcacari.'h, June 2010). vvww.nbeT.o<g/papers/vrl61 JO. 

20. Aa of laiiuary 2014. (he federal miniinijm wa(;e was 57.25 per 
limir. Riniglily half nf all workers, limvever. live in nares or 
conimuniitev where ihe mininiuni vvaj^ n hijihei. 
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employers have an incentive, for example, to shift from 
hiring a single 40*hour. futl-rime employee lu hiring two, 
20-hour pan-rime employees to avoid bearing the costs of 
the penalty. 

Such a change might or might not, on its own. reduce 
tlie loud number of hours worked. In the example just 
ofTered, the total amount of work is unaffcctcci by the 
changes. Moreover, adjustments of that sort can take 
lime and be quite costly — in particular, because of 
the rime and costs chat arise in dismissing full-time work- 
ers (which may involve the loss of w'orkers with valuable 
job-spccihc skills); the time and costs associated with hir- 
ing new part-time workers (including the effort spent on 
interviewing and (raining): and, perhap.s most important, 
the time and aists of changing work processes to accom- 
modate a Larger number of employees working shorter 
and different schedules, llie extent to which people 
would be willing to work at more than one part-time 
job instead of a single full-time job is unclear as well; 
although hourly wages for (ull-timc jobs might be lower 
than those for part-time jobs (once wages adjust to the 
penalt}'), workers also would incur additional costs 
associated with holding more than one job at a time. 

In CBOs judgment, there is no compelling evidence 
that part-rime employment has increa.sed as a result of 
the ACA. On the one hand, there have been anecdotal 
reports of firms responding to the employer penalty by 
limiting workers’ hours, and the share of workers in part- 
time jobs has declined relatively slowly since the end of 
the recent recession. On the other hand, the share of 
workers in part-time joKs generally declines slowly after 
recessions, so whether that share would h.nve declined 
more quickly during the past few years in the absence of 
rhe ACA is difficult to determine.^' In any event, because 
the employer penalty will not take effect until 2015. 
the current lack of direct evidence may not be very 
informative about the ultimate effects of the ACA. 

More generally, some employers have expiessed doubts 
about whether and how the provision.^ of the ACA will 
unfold. Uncertainly in sc*s%-ral areas — including the 
timing and sequence of policy changes and imple- 
mentation procedures and their effects on health insur- 
ance premiums and W’orkers' demand for health 
insurance — probably has encouraged some employers 


21. SecOmgrruiufial Budget Office, Th< Sl«w Reewaj vf iff !jth»T 
Marktt (Febnury 2014), wH-w.cbo-i5Dv/|niblkariOfi/45on. 
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to delay hiring. However, those effects arc difficult to 
quantify separately from other developments in the labor 
market, and possible effects on the demand for labor 
through such channels have not been incorporated into 
CBOs csrimaics of the ACAs impact. 

EfTccLs of Changes in Uie Demand for 
Goods and Senices on the Demand for Labor 
CBO estimates that, over the next fesv years, the various 
provisions of the ACA that affect fixleral revenues and 
outlays will Increase demand for goods .and services, on 
net. Most important, the expansion of Medicaid cover^^c 
and the provision of exchange subsidies (and the resulting 
rise in health insurance coverage) svill not only stimulate 
greater demand for health cate services but also allow 
low'cr-income households that gain subsidi 2 cd coverage 
to increase their spending on other goods and scrvicc.s— 
thereby raising overall demand in the economy. A partial 
offset will come from the increased taxes and reductions 
in Medicares payments to health care providers that arc 
included in the ACA to offset the costs of the coverage 
exp.-insion. 

On balance, CBO estimates that the ACA will boost 
overall demand for goods and seivices over the next few 
years because the people who will benefit from the expan- 
sion of Medicaid and from access to the exchange subsi- 
dies arc predominantly in lower-income households and 
thus are likely to spend a considerable fraction of their 
additional resources on goods and services — whereas 
people who will pay the higher taxes are prcdominanily 
in higher-income households and arc likely to change 
their spending to a lesser degree. Similarly, reduced pay- 
ments under Medicare to hospitals and other providers 
will lessen their income or profits, but those changes are 
likely to decrease demand by a relatively small amount. 

The net incrca.se in demand for goods and scr\*iccs will in 
turn boost demand for labor over the next fesv years, 

CBO estimates.*^ Those effects on labor demand tend to 
be espeebliy strong under conditions such as those now 
prevailing in the United States, where output is so far 
below its maximum sustainable level that the Federal 
Reserve has kept short-term interest rates near aero for 
scvxral years and probably would not adjust those rates to 


22. For furilKr ditcuMKin of CBOs arulysis of rhe economic effixes of 
bodgeiary jiolicio, see Congrcsiional Budget Office. Efitomk 
kffttu of Mieia to Fneaf Tiffnemifg »» 2013 

(November 2012), pp, 2-5. ww,w.<bo-gov/p\jhlkaikin/436W. 
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2014 


ofBict tbe effects of changes in fcdcraJ spending and 
taxes. Over time, however, those ciTccts arc cxpccicd to 
dissipate as overall economic output moves back toward 
its maximum sustainable lesel. 


Once that occurs, the net decline in the amount oflabor 
that workers choose to supply because of the ACA will be 
fully reflected in a decline in total employment and hours 
worked relative to what would otlietw'ise occur. 


Why Sliort-Tenn Effects Will Be 
Smaller Than Longer-Term Effects 

CBO estimates that the reduction in the use oflabor that 
is attributable to the ACA will be smaller between 2014 
and 2016 than it will be between 2017 and 2024. That 
difTcrcnce is a result of three factors in particular — two 
that reflect smaller negative effects on rhe supply oflabor 
and one that reflects a more positive effect on the demand 
for l.abon 

■ The number of people who will receive exchange 
subsidies — and who thus will face an implicit tax from 
the phaseout of those subsidie.s chat discourages them 
from working — will he smaller initially chan it will be 
in later years. The number ofcnrollces (tvorkers and 
their dependents) purchasing their own coverr^e 
through the exchanges is projected to rise from about 
^ million in 20)4 to about 2S million in 2017 and 
later )'ear&, and most of those cnrollccs will receive 
subsidies. Although the number of people who will be 
eligible for exchange subsidies is similar from }‘ear to 
year, workers who are eligible but do not enroll may 
either be unaware of their eligibility or be unaffected 
by it and thus arc unlikely to change their supply of 
labor in response to the availability of those subsidies. 

■ CBO anticipates that the unemployment rate will 
remain high for the next few years. If changes in 
incentives lead some workers to reduce the amount 
of hours they want to work or to leave the labor 
force altr^cthcr, many unemployed workers will be 
available to take those jobs — so theeflect on uvendl 
employment of reductions in labor supply will be 
greatly dampened. 

■ llie expanded federal subsidies for health insurance 
will stimulate demand for goods and services, and that 
effea will mostly occur over the next few years. That 
increase in demand will induce some employers to hire 
more workers or to increase their cmplo)-ees’ hours 
during that period. 

CBO anticipates that output will return nearly to its 
maximum sustainable ies'cl in 2017 (see Chapter 2). 


Differences From CBO’s Previous 
Estimates of tlic ACA's Effects on 
Labor Markets 

CBO s estimate that the ACA will reduce .iggrcgatc labor 
compensation In the economy by about 1 percent over 
the 2017-2024 period— compared with what would 
have occurred in the absence of the act — is substantially 
larger than the estimate the agency issued in August 
2010.*^ At that time. CBO estimated that, once it was 
hilly implemented, the ACA would reduce the use of 
labor by about onc>half of a percent. That measure 
oflabor use was calculated in dollar terms, representing 
the change in aggregate labor compensation chat would 
result. Thus it can be compared with the reduction in 
aggl'egat<^ compensation that CBO now estimates to 
result from the act (rather than wide the projected decline 
in the number of hours worked). 

The increase in that estimate primarily reflects three 
factors: 

■ The revised estimate is based on a more detailed 
analysis of rhe ACA that incorporates additional 
channels through which that law will affect labor 
supply. In particular, CBOs 20 10 estimate did not 
include an effect on labor supply from the employer 
pen.ilty and the resulting reduction in w-ages (as the 
costs of that pcnaii)' are passed on to workers), and it 
did not include an effect from encouraging part*year 
workers to delay returning to work in order to retain 
their tasurance subsidies. 

■ CBO has analyzed the findings of several studies 
published since 20i0 concerning the impact of 
provisions of the ACA (or similar policy initiatives) on 
labor markets. In particular, studies of past expansions 
or contractions in Medicaid eligibility for childless 
adults hav*e pointed to a larger effect on labor supply 
than CBO had estimated previously. 


23- See CoRgressioojl Budget Office. The Su/fpi owf Unnomir 
Ourlaet- Ah (AugiM 2010), Box 2-1. wwu'.tlm.gnv/ 
ptihlic:uia«i/2lf>70. 
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■ CBO made an upv^'ard revision in its estimates of the 
impact that changes in aftcr*tax w’ages have on labor 
supply. rcRecting a broad review of the tax literature 
(hat has informed several ofCBOs estimates and 
analyses.^* 

CBO’s updated estimate of the decrease in hours worked 
translates to a reduction in full-iimc-cquivaleni employ* 
rnent of about 2.0 million in 20 1 7, rising lo about 
2.5 million in 2024, compared with what would have 
occurred in the absence of the ACA. Previously, the 
agency estimated that if the ACA did not affect the aver- 
age number of hours worked per employed person, it 
would reduce household cmplo)'incnr in 2021 by about 
800,000.** By way of comparison, CBO s current esti- 
mate h:>r 2021 is a reduction in full-iime-etjuivalcnt 
employment of about 2.3 million. 

'Vhe current estimate of the ACA’s impact on hours 
worked and full-time-equivalent employment is consider- 
ably higher fiar rwo significant reasons.** First, as 
described above, CBO has boosted its estimate of the 
ACAs effect on a^regate labor compensation in the 


24. See Congressional Office, //w thfS«f^6fL4b9r 
Rtfpands » OtinfH im Fiteal Mtty (Oaober 20 1 2). wvrt»'.tbH.guv/ 
pubticacjon/43674. 

25. See testimony of DougUs W. Fintendorf, Director, Congreuional 
Budget Office, before the Subcommittee on Mnlih of the House 
Eneig) and Gsnimerce Committee. CBO's Analpt/ cf tf» Mdjor 
Hralth Can LtpiUtion Etuuttd tn 2010 (March 30. 201 IJ. 

Pl>- 31-33. ^•ww.cbo.gov/puWicatioof22077. 

24. The e^tim8(es also differ in that the first estimate was ptesented 
in tenns orhouscliiild employment and the current estimate is 
prrsnited in terms of hjllHimc-equivaletic ctiipldyinem. However, 
that dilTereiice is rel.nively small when comparing CBO’s pieskuis 
estimate with the current esne. 
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economy from about 0.5 percent to about I percent. 

.Second, CBO has increased its estimate of the effect of a 
given reduction in aggregate compensation under the 
ACA on hours worked. CBO’s earlier estimate was based 
on a simplifying assumption rhat alTecied workers would 
have average earnings — in which case the percentage 
reductions in compensation and hours worked would be 
roughly the .same. However, people whose employment 
or hours worited will be most alTcctcd by the ACA arc 
expected to have bclow-average earnings because the 
effects of the subsidies that arc available through 
exchanges and of expanded Mediaid eligibility on the 
amount of labor supplied by lowxr-incomc people arc 
likely to be greater than the effects of increased taxes 
on the amount of labor supplied by higher-income 
people. According to CBO's more detailed analysis, the 
I percent reduction in aggregate compensation that will 
occur as a result of the ACA corresponds to a reduction of 
about 1 .5 percent to 2.0 percent in houn worked. 

The reduction in full-time-equivalent employment that 
CBO expects tvill arise from the ACA includes some 
people chcK)sing not to work at all and other people 
choosing to work fewer hours than they would have in 
the absence of the law; however, CBO has not tried to 
quantify those rwo components of the overall effect. 

Because some people will reduce the amount of hours 
they work rather than stopping work .iltogether, the 
number who will choose to leave emfdoymciu because of 
the ACA in 2024 is likely to be substantially less than 
2.5 million. At the same time, more than 2.5 million 
people are likely to reduce the amount of labor they 
choose to supply to some degree hecausc of the ACA, 
even though many of them will not leave the labor force 
entirely. 


CBO 
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New health plans might not include local hospital 

Written by Russ Zimmer CentralOhio.cQm 

Mar. 10. 2014 \ marionstar.com 


Marion General Hospital 

Currently, the only insurance carrier on the exchange that considers MGH and any other 
OhIoHealth-afRilated facility to be an in-network provider is Medical Mutual of Ohio. Consumers 
have until March 31 to enroll in a plan on the exchange or, In certain instances, switch plans. 

Imagine buying medical coverage on the federal health exchange only to later learn that the 
insurance you chose doesn’t include your doctor or local hospital, making them unaffordable 
options for your health care. 

Officials and obsen/ers in the health industry say that has been happening in Ohio, though it’s 
unclear how widespread the problem is. 

Only six of the 23 “Obamacare” plans marketed to Marion County residents classify OhioHealth, 
which runs Marion General Hospital and the local group practice formerly known as the Smith 
Clinic, as in-network, 

Out-of-network services generally don’t count toward the same deductible as in-network and 
have worse cost-sharing splits for the consumer, meaning they end up paying more out of pocket 
than if they would have sought help from the insurer’s preferred providers. 

The hospitals and the insurance companies are sparring over reimbursement rates, or how much 
the insurer is willing to pay for medical services rendered by the hospital. 

“Sometimes they are able to come to agreements with providers on these rates, and sometimes 
they cannot," said AmyRohling McGee, president of the HealUi Policy Institute of Ohio, which 
tracks the changing health care industry. 

Cindy Webster, vice president of finance at Licking Memorial Health Systems, said Medical 
Mutual agreed to terms and rates that were similar to their other plans not available on the 
exchange. 

The other insurers, some of which have existing agreements vwth the hospital on non-exchange 
plans, see a difference between the "Obamacare” plans and their other offerings. 

“That difference is significant enough that we haven’t been able to come to an agreement,” she 
said. 

One approach insurance companies are taking. McGee said, is to contract with a select number 
of hospitals. She said the insurers can dangle the prospect of more customers for the hospital — 
from people wanting to avoid the out-of-network costs — to secure more favorable rates. 

That can lead to individuals and families being forced to travel for medical care, even If the same 


hHp://www.Tnarionstar.conVapps/pbcs.<dll/article?AID=2014303090015&nclick_checl^1 
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service is offered down the street. 

Area residents have come into Fairfield Medical Center to get procedures such as an MRI done 
only to find out their CareSource Just4Me plan didn’t consider the Lancaster hospital to be an in- 
network provider, said Sharon Scruggs, contracts and collections manager for FMC. 

'They had to go to an in-network facility, and unfortinately for them, that was in Columbus, that 
was Ohio State (University’s Wexner Medical Center),” she said. 

McGee said acquiring insurance on the exchange requires shoppers to be more engaged, 
including calling or emailing the company to get answers and documenting whom you spoke to 
and what they told you. Buying insurance on the exchange might be a new, bewildering 
experience, even to those who have been covered in the past. 

Somebody who had insurance previouslythrough their employer might be inclined to use the 
exchange to buy a plan with that same insurer, thinking they could continue to go to see the same 
doctor or specialist. That might not be the case. 

“For example, while we are a commercial insurance provider for Anthem and would be listed as 
part of that network, we are not a provider for the exchange plan,” said Ron Weiner, vice 
president of finance at Magruder Hospital in Port Clinton. ‘This could be confusing to a 
consumer.” 

It's unclear how many people have been affected by this, as the policies wouldn’t have started 
until Jan. 1 at the earliest. The problem, however, Is not unique to the relatively small hospital 
systems, which often have less service area to leverage in negotiations. 

A spokesman for OhioHealth, which operates 10 hospitals in addition to a network of physician 
groups and outpatient facilities, has a deal in place only with Medical Mutual for plans from the 
exchange. OhioHealth is aware that "some patients” are encountering the out-of-network issue, 
the spokesman said. 

CareSource declined to comment for this story, and Anthem did not return messages seeking 
comment. 

Last month, the Centers for Medicare and Medicaid Services sent out guidance to the industry, 
revising its earlier position that, once a premium was paid, the policy was locked in for that year. 

The new rules allow for policyholders to switch plans if they want a larger provider network, but 
they can migrate only to a plan offered by the same carrier and must do so before the end of the 
enrollment period, which is the end of this month. 

That won’t help people who need to switch insurance companies to find a plan with their local 
hospital or physician’s network in 2014. CMS did announce last month that it will be collecting 
provider network data for next year to ensure insurance cairiers are meeting the requirements on 
accessibility with their Obamacare offerings. 

The Patient Protection and Affordable Care Act created the health insurance exchanges and 
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enacted a number of consumer protections, one of those being forbidding insurers from applying 
the out-of-network designation to emergency medical care. 

But for those times when consumers have a choice of where to go. Sciuggs said it’s FMC’s 
poiicy to communicate to the patient their finarxiial responsibility when seeking out-of-network 
care. 

America’s Health insurance Plans, the industry’s national trade group, released a report earfier 
this year showing about 88 percent of claims in 2011 were paid in-network. But those who went 
out-of-network were sometimes hit v/ith exorbitant charges, the AHIP report found, including an 
instance in which an Ohio patient was charged 20 times — nearly $14,000 — what Medicare 
would payforanMRI. 

A few hospitals are employing counselor to help people understand what they’re getting when 
they sign up through the marketplace. A\flta Health Systems, which runs hospitals in Bucyrus and 
Gallon, has three certified application counselors that have helped about 250 families, mostiy in 
Crawford and Richland counties, said Rhonda Ridenour, Avita's patient financial services 
director. 

razi mme r@ce ntra I ohi o . co m 
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New health plans might not include local hospital 

Written by Russ Zimmer CentralOhio.com 

Mar. 10. 2014 1 mansfieldnewsjoumal.com 

OhioHealth MedCentral Hospitals 

Currently, the only insurance carrier on the exchange that considers MedCentral and any other 
OhioHealth-affiliated facility to be an in-network provider Is Medical Mutual of Ohio. Consumers 
have until March 31 to enroll in a plan on the exchange or. in certain instances, switch plans. 

Imagine bu^ng medical coverage on tiie federal health exchange only to later learn that the 
insurance you chose doesn’t include your doctor or local hospital, making them unaffordable 
options for your health care. 

Officials and observers in the health industry say that has been happening in Ohio, though it's 
unclear how widespread the problem is. 

Only six of the 23 “Obamacare” plans marketed to RicNand County residents classify 
OhioHealth, which runs MedCentral hospitals in Mansfield and Shelby and has 500 more central 
Ohio doctors under its banner, as in-network. 

Out-of-network services generally don’t count toward the same deductible as in-network and 
have worse cost-sharing splits for the consumer, meaning they end up paying more out of pocket 
than if they would have sought help from the insurer's preferred providers. 

The hospitals and the insurance companies are sparring over reimbursement rates, or how much 
the insurer is willing to pay for medical services rendered by the hospital. 

“Sometimes they are able to come to agreements with providers on these rates, and sometimes 
they cannot,” said Amy Rohling McGee, president of the Health Policy Institute of Ohio, which 
tracks the changing health care industry. 

Cindy Webster, vice president of finance at Licking Memorial Health Systems, said Medical 
Mutual agreed to terms and rates tiiatwere similar to their other plans not available on the 
exchange. 

The other insurers, some of which have existing agreements with the hospital on non-exchange 
plans, see a difference between the ‘‘Obamacare” plans and their other offerings. 

“That difference is significant enough that we haven’t been able to come to an agreement,” she 
said. 

One approach insurance companies are taking, McGee said, is to contract with a select number 
of hospitals. She said the insurers can dangle the prospect of more customers for the hospital — 
from people wanting to avoid the out-of-network costs — to secure more favorable rates. 

That can lead to individuals and families being forced to travel for medical care, even if the same 
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service is offered down the street. 

Area residents have come into Fairfield Medical Center to get procedures such as an MRI done 
only to find out their CareSource Just4Me plan didn’t consider the Lancaster hospital to be an in- 
network provider, said Sharon Scruggs, contracts and collections manager for FMC. 

“They had to go to an in-network facility, and unfortunately for them, that was in Columbus, that 
was Ohio State (University’s Wexner Medical Center),” she said. 

McGee said acquiring insurance on the exchange requires shoppers to be more engaged, 
including calling or emailing the company to get answers and documenting whom you spoke to 
and what they told you. Buying insurance on the exchange might be a new, bewildering 
experience, even to those who have been covered in the past 

Somebody who had insurance previouslythrough their employer might be inclined to use the 
exchange to buy a plan with that same insurer, thinking they could continue to go to see the same 
doctor or specialist That might not be the case. 

“For example, while we are a commercial insurance provider for Anthem and would be listed as 
part of that network, we are not a provider for the exchange plan,” said Ron Weiner, vice 
president of finance at Magruder Hospital in Port Clinton. “This could be confusing to a 
consumer." 

it's unclear how many people have been affected by this, as the policies wouldn’t have started 
until Jan. 1 at the earliest. The problem, however, Is not unique to the relatively small hospital 
systems, which often have less sen/ice area to leverage in negotiations. 

A spokesman for OhioHealth, which operates 10 hospitals in addition to a network of physician 
groups and outpatient facilities, has a deal in place only with Medical Mutual for plans from the 
exchange. OhioHealth is aware that “some patients” are encountering the out-of-network issue, 
the spokesman said. 

CareSource declined to comment for this story, arxj Anthem did not return messages seeking 
comment. 

Last month, the Centers for Medicare and Medicaid Services sent out guidance to the industry, 
revising its earlier position that, once a premium was paid, ftie policy was locked in for that year. 

The new rules allow for policyholders to switch plans if they want a larger provider network, but 
they can migrate only to a plan offered by the same carrier and must do so before the end of the 
enrollment period, which is the end of this month. 

That won’t help people who need to switch insurance companies to find a plan with their local 
hospital or physician’s network in 2014. CMS did announce last month that it wilt be collecting 
provider network data for next year to ensure insurance carriers are meeting the requirements on 
accessibility with their Obamacare offerings. 

The Patient Protection and Affordable Care Act created the health insurance exchanges and 
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enacted a number of consumer protections, one of those being forbidding insurers from applying 
the out-of-network designation to emergency medicai care. 

But for those times when consumers have a choice of where to go, Scruggs said it’s FMC’s 
poiicy to communicate to the patient their financial responsibiiity when seeking out-of-network 
care. 

America’s Health Insurance Plans, the industry’s national trade group, released a report earlier 
this year showing about 88 percent of claims in 201 1 were paid in-network. But those who went 
out-of-network were sometimes hit with exorbitant charges, the AHIP report found, including an 
instance in which an Ohio patient \A/as charged 20 times — nearly $14,000 — what Medicare 
would pay for an MRI. 

A few hospitals are employing counsetors to help people understand what they’re getting when 
they sign up through the marketplace. Avita Health Systems, which runs hospitals in Bucyrus and 
Galion, has three certified application counselors who have helped about 250 families, mostly in 
Crawford and Richland counties, said Rhonda Ridenour, Avita's patient financial services 
director. 

razimmer@centralohio.com 
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premium was paid, the policy was locked in for that year. 

Tbenewruiesaiiowforpoh'cyhoiders to switchpians iftfteywanta 
larger provider network, buttheycanmigratecriy to apian offered by 
the same earner and miEt do so before the end of enroliment 
period, which is the end ofthismorrlh. 

That won't help people who need to switch instirance cwipanjes to 
find a plan with their ioc^ hospital or physician's rrebwork in 2014. 

CMS did armounce last mond^ that it wil be colecling provider 
network data for next year to ens jrc insurance carriers are meeting 
the requirements accessibility with their C^arr-acare oterings. 

The Patient Protection and Affordable Care Act created the health 
insurance exchanges artd enacted a rtumber of corsumer pmiecUons, 
one of those being forbidding insurers from applying the out-of- 
network designation lo emergency medical care. 

But for those times \i4)encortsumer$ha'« a choice of where k) go. 

Scruggs said it's PMC's pc^cy to communicate lo Ihe patient their 
financial responsibility when seeking out-of-nelwork care. 

America's Health Insurance Piarts, the industry's national trade group, 
released a report earlier Ifss year showing about 88 percent of claims 
in 201 1 were paid in-network. But those who went ouWrf^'etwork 
wero sometimes hit iMthewirbitant charges, the AHP report found, 
including an instance in which an Ohio patient was charged 20 limes 
— ready $14,000 — what Mecicare would pay for an MRt 

A few hospitals are employing counsels to help people understand 
what tt'ey’ re getfirg when they sign up through the markefokree. Avrta 
Health Systems, which runs hos.oitais in Bucyrus and Calioa has three 
certified appEeation counsalors that have helped about 250 families, 
mostly in Crawford and Zetland counties, said Khoitda Ridenour. 

Avila's patient financial services director. 
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THE SECRETARY OF HEALTH AND HUMAN SERVICES 
WASHINGTON. O.c. 20201 


February 21, 2014 


The Monorabic John A- Bochner 
Speaker of ihe House of Represematives 
Washingion, DC 20515 

Dear Mr. Speaker: 

Thank you for your letter to the President on the Medicare Advantage program and the impact 
that the AfTordablc Care Act is having on our nation’s seniors. He has asked that I respond on 
his behalf. 

The facts demonstrate that the AlTordable Care Act has contributed to lower health care cost 
growih, stronger Medicare Advantage plans, and lower costs for beneficiaries. For example, 
from 2000 through 2007, the average annual growth rate in real Medicare spending per 
beneficiary was ttcarly 4 percent. Since 2010, on the other hand, growth in real Medicare 
spending per beneficiary has been virtually zero. This is good rvews for the Medicare Trust Fund 
and for every senior bcncfitling from Medicare, since lowier Medicare costs means low-er 
premiums and out-of-pocket spending for seniors. In fact, since the AITordable Care Act passed 
in 2010, average Medicare Advantage premiums hove fallen by 9.8 percent and enrollment has 
iiKreased by more than 30 percent to an alFtime high of more than 15 million bencnctaries. Ihe 
Medicare Advantage program is sm>nger than ever and provides higher quality options to seniors 
as a result of the law and our efforts. 

'Ihe AITordable Care Act strengdicns Medicare by reducing excessive payments to insurance 
companies. As you know, nearly every Republican In the 1 louse of Representatives voted for or 
supported the very same savings you are protesting in your letter. In fact, these savings wrre 
part of the Republican budgets written by House Budget Chair Raul Ryan in 201 1,2012 and 
2013. The same policies put in place by the AITordable Care Act were continued in these 
budgels, and a majority of I louse Republicans voted for them each of tliose years. 

Before passage of the Affordable Care Act. Medicare paid $800 per year more for every person 
in Medicare Advantage as compared to the traditional Medicare ree*for*service (FFS) program. 
These excessive payments wasted billions of taxpayer dollars each year and drove up Medicare 
{Mxsmiums for all beneficiaries. The Affordable C'arc Act ended these excessive payments in a 
common-sense fashion by tying Medicare Advantage payments to FFS spending, phasing out the 
overpayments, and instituting a requirement that Medicare Advantage organi/aiions use 85 
percent of their Medicare payments for patient care and quality improvement, a requirement 
similar to one Ihc Affordable Care Act imposed on all commercial insurers. 

Far from uitdermining the program. Medicare Advantage has grown under Ihc .Affordable Care 
Act. Enrollment in the program increased by a third since passage of Ihe law — reaching almost 
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New York Times 

Fear Mongering With Medicare 

By THF EDITQRIAI. BOARD 
MARCH 1,2014 

The OboiTia odmiriistraiion’s proposed cuts to Medicare Advantage plans the private 
insurance plans that cover almost 30 percent of all Medicare bencnciaries — are fair and 
reasonable. As it happens, they are also mandated by law. Yet Republicans, sensing a campaign 
issue, are telling older and disabled Americans that the administration is “raiding Medicare 
Advantage to pay for Obamacare.’* Ilie health Insurance industry, for its pan, is warning that 
enrollees will sufler higher premiums, lower benefits and fewer choices among doctors if the 
cuts go into force. 

Some of this could in fact happen, although the industry has cried wolf before and continues to 
thrive. But the key point is this: Ovct the past decade, enrollees in Medicare Advantage have 
received lots of extra benefits, thanks to unjustified federal subsidies to the insurance companies. 
Now they will have to do with somewhat les.s, unless the insurers are willing to absorb the cuts 
while maintaining benefits. Enrollment in these private plans, ofl'ered by companies like 
UnitedHealth and Humana, has more than doubled since 2006, in part because of lower 
premiums and extra benefits, like gyro memberships, that arc nut included in traditional fee-for- 
sen'icc Medicare. 

What made these |>erks po^ible was, in effect, a subsidy from taxpayers and other Medicare 
beneficiaries. The federal government paid the private plans, on average, 1 4 percent more in 
2009 than it would cost to treat the same people in traditional Medicare. The insurers used this 
extra money to reduce enrollees’ costs and add benefite. 

The 2010 Affordable Care Act rightly required that these subsidies be reduced, although it 
stopped .shon of completely eliminating them. I he reductions began to take cflccl in 2012, and 
have not, so far. visibly harmed beneficiaries or the plans. Since enactment of the law. Medicare 
Advantage premiums have fallen by 10 percent, the opposite of what some expected, and 
enrollment has increased by nearly 33 percent, according to the administ ration . But as the law 
intended, federal payments to the private plans dropped — from 7 percent more than services 
under traditional Medicare in 2012 to 4 percent more last year. The administration now proposes 
to further reduce the payments to Medicare Advantage plans in 2015. The loudest criticism has 
come from Republicans, but plenty of Democrats have chimed in. 

In the Senate, a group of 19 Democrats and 2 1 Republicans urged that payments be kept at 
current levels, echoing the view of a uadc group campaign called “Seniors Are Watching” that is 
clearly intended to intimidate politicians in an election year. 
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March 7. 2014 


Mjirilyn TavenneT. Administrator 

Centers for Medicare and Medicaid Services (CMS) 

200 Independence Avenue SW 

Washington, tX 20201 


Dear Ms. Tavenner; 

The urkdersigned organizations are writing to express our xuppem fur policies enacted through the 
Affoidablc Care Act (ACA) that will gradually align Medicare Advantage (MA) reimburscmcnis with 
traditional Medicare. We share a commitment to advancing the health and economic security of older 
adults and pcf^le with dis^ilities. while also promoting the longHcrm sustainability of the Medicare 
program. 

CMS acknowledges that proposed MA payment rales are calculated in accordance with the law. Prior to 
the ACA. MA plans were signiHcantly overpaid relative to the traditional Medicare program. In 2009. 
Medicare paid MA plans SI4 billion more than iflhc same care had been provided under traditional 
Medicare, about $1,000 more per beneficiary. On average. MA plaits were paid 1 14% of costs under 
traditional Medicare, with some plans paid as much as 1 18%.' 

We believe (he above mentioned policies are criticai to stabilizing the fiscal health of the Medicare 
program, and to ensuring cfTcicm spending of taxpayer dollars. CMS’ proposed payment rates are 
reflective of these policies, and we support tlieir implementation as such. 

At the same lime, the law requires that MA payment rates be revisited on an annual basis to account for 
estimated per bencficiaTy spertding by traditional Medicare. Both Medicare cost growth aixl national 
health expenditures have grown at historically small rates over the last several years. These slowed rates 
translate into an improved financial outlook for the Medicare program as well as lower costs and stable 
premiums for beneficiaries. The 20 15 MA payment rates proposed by CMS appropriately reflect this 
slower growth. Wc do not believe that MA plans should be insulated from these encouragir^^ trerKis. 

Wc urge CMS to continue to monitor the MA plan landscape to ensure that plans arc optimally serving 
people with Medicare ursder the revised payment ^'Siem. MA plans continue to be a popular option for 
Medicare beneficiaries. MA enrollment is on the rise, increasing 30% from 2010 to 2013 to 15 million 
cnrollces.* Acconling to Congressional Budget OfTlce projections, enrollment in MA plans will continue 


' MedPAC. Report to the Congress: Medicare Payment Policy." I March 2009), available ac 

^ Jacobson. G . “Projecting Medicare Advantage tnrolinKfU: t^xpccl the l.'nexpeetcd^ (Kaiser Family Foundation: 
July 2013), available at: haDVk fT.org'mcdjcare'persncclivCprojccting aiedicafe-advantag>Mmr ul]m cnt<xt»cct-d ic- 
unexpeeted' 
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Labor Market Effects of the 
Affordable Care Act: Updated Estimates 


(Kcrview 

'Hie baseline economic projections des'cloped by the 
Congressional Budget OfTice (CBO) incorporate the 
agency's estimates of the htture clTecis of federal policies 
under current law. The agency updates those projections 
regularly to account lor nesv information and analysis 
regarding federal fiscal policies and many other influences 
on the economy. In preparing economic projections for 
the February 2014 baseline. CBO has updated its csti* 
mates of the effects of the Affordable Care Act (ACA) on 
labor markets.' 

The ACA includes a range of provisions that will take flill 
effect over the next several years and chat will influence 
the supply of and demand for labor through various 
channels. For example, some provisions will raise effective 
tax rates on earnings from labor and thus will reduce the 
amount of labor that some workers choose to supply. In 
particular, the health insurance subsidies that the act pro- 
vides to some people will be phased out as their income 
rises — creating an implicit tax on additional earnings — 
whereas for other people, the act imposes higher taxes on 
labor income directly. The ACA also will exert conflicting 
pressures on the quantity of labor that employers 
demand, primarily during the next few years. 

How Much Will ihe ACA Reduce 
Eniployinciil in die Lunger Tenii? 

The ACA’s largest impact on labor markets will probably 
occur afler 2016. once its major provisions have taken 


I. As tcfcrreil to in ihisfrpoti, fhc A/rntdahle Oirc Art comprises 
the I^iicni Protection and Afl'otdahk Caie Aa (Public law 
1 1 i-l48}; (he health care provisions of the Health Care and 
Education RecoiKtliation Act ofZOlO (PL 1 11- 152). anti the 
eflercs ofsub$e<)uent judicial decisions, statutory changes, and 
adniiniviraiivr actioru. 


full effect and overall economic output nears its maxi- 
mum sustainable le\'el. CBO estimates that the ACA 
will reduce the total number of hours worked, on net. 
by about 1.5 percent to 2.0 percent during the period 
from 2017 to 2024, almost entirely because workers will 
choose CO supply less labor — given the new taxes and 
other incentives they will face and the financial benefits 
some will receive. Because the largest declines in labor 
supply will probably occur among lower-wage workers, 
the reduction in aggregate compensation (wages, salaries, 
and fringe benefits) and the impact on the overall econ- 
omy will be proportionally smaller than the reduction in 
hours worked. Specifically. CBO estimates that (he ACA 
will cause a reduction of roughly 1 percent in aggregate 
labor compensation over the 2017-2024 period, com- 
pared with what it would have been otherwise. Altliough 
such effects are likely to continue after 2024 (the end of 
the current lO-ycar budget window), CRO has not esti- 
mated their magnitude or duration over a lon^r period. 

The reduction in CBOs projections ofhours worked 
represents a decline in the number of full-time-equivalent 
workers of about 2.0 million in 2017, rising to about 
2.5 million in 2024. Althou^i CBO projects that total 
employment (and compensation) will increase over the 
coming decade, that increase will be smaller than it would 
ha\x been in the absence of the ACA. The decline in full- 
time-equivalent employment stemming from the ACA 
will consist of some people not being employed at all and 
other people working fewer hours; however. CBO has not 
tried to quantify those two components of the overall 
effect. The estimated reduction stem.s almost entirely 
from a net decline in the amount of labor that workers 
choose to supply, rather than from a net drop in busi- 
nesses’ demand for labor, so it will appear almost entirely 
as a reduction in labor force parciciparion and in hours 
worked relative to what would have occurred otherwise 
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rathtfr than as an increase in unemployment (that is, more 
workers seeking but not finding jobs) or undcrcmploy- 
nietit (such as part-time workers who would prefer to 
work more hours per week). 

CBO's estimate that the ACA will reduce employment 
reflects some of the inherent trade-olTs involved in 
designing such legislation. Subsidies that help lower- 
income people purchase an expensive product like 
health insurance must be reiatb'ely large to encourage a 
.significant proporrion ofeligible people to enroll. If those 
subsidies are phased out with rising income in order to 
limit their total costs, the phaseout effectively raises peo- 
ple’s marginal tax rates (the tax races applying to their 
last dollar ofincome). thus discouraging work. In addi- 
tion. if the subsidies arc financed at least in pan by higher 
taxes, those taxes will further discourage work or create 
other economic distortions, depending on how the taxes 
are designed. Alternatively, if subsidies arc not phased out 
or eliminated with rising inconte. then the increase in 
taxes required to finance the subsidies would be much 
larger. 

CBO's estimate of the ACAs impact on labor markets U 
subject to substantial unccnaincy, which arises in pan 
because many of the ACAs provisions have never been 
implemented on such a broad scale and in part because 
available estimates of many key responses vary consider- 
ably. CBO seeks to provide estimates chat lie in the 
middle of the distribution of potential outcomes, but 
the actual effects could differ notably from those esti- 
mates. I'or example, if fewer people obtain subsidized 
insurance coverage through exchanges than CBO expects, 
then the effects of the A(DA on employment would be 
smaller than CBO estintates in this report. Alternatively, 
if more people obtain subsidized coverage through 
exchanges, then the impact on the labor market wxtuid 
be larger. 

Why Will 'ITiosc Reductions Be Smaller in ihc 
Short Term? 

CBO estimates that the ACA will cause .smaller declines 
in employment over the 20I4--2016 period than in later 
years, for three reasons. First, fcwxr people will receive 
subsidies through health insurance exchanges in chat 
period, so fewer people will face the implicit tax that 
results when higher earnings reduce those subsidies. 
Second, CBO expects the unemployment rate to remain 
higher than normal over the next few* years, so more 
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people will be applying for each available job— meaning 
that if some people seek to work less, other appltcaiiu will 
be readily available to HU those positions and the overall 
effect on employment will be muted. Third, the ACA's 
subsidies for health insurance will both stimulate demand 
for health care scrs'iccs and allow low-income households 
to redirect some of the funds chat they would have spent 
on that care toward the purchase of other goods and ser- 
vices — thereby increasing overall demand. That increase 
in overall demand while the economy remains somewhat 
weak will induce some cmployen to hire more workers or 
to increase die hours of current employees during that 
period. 

Why Does CBO Estimate Larger Reductions 
Than It Did in 2010? 

In 2010, CBO estimated that the ACA. on net. would 
reduce the amount of labor used in the economy by 
roughly half a percent — primarily by reducing rhe 
amount of labor that workers choasc to supply.* That 
measure of labor use was calculated in dollar terms, 
representing the approximate change in aggrt^tc labor 
compensaiion that would result. Hence, that estimate 
can be compared with the roughly I percent reduction in 
aggfeg.iie compensation that CBO now estimates to 
result from the act. There are ses'eral reasons for that 
difl^rcncc: CBO has now incorporated into its analysis 
additional channeb through which the ACA will affect 
labor supply, rcviciivcd new research about those effects, 
and revised upward its estimates of rhe responsiveness of 
labor supply to changes in tax rates. 

Effects of the ACA on the 
Supply of Labor 

CBO anticipates that the ACA will lead to a net reduc- 
tion in the supply of labor. In the agenc>‘s judgment, 
the effects will be most evident in some segments of 
the workforce and will be small or negligible for most 
categories of workers. ('ITic ACA also svill slighdy affect 
employers* demand for labor, as discussed below, and the 
total effect on labor use will consist of the combined 
effects on supply and on demand.) In CBO's view, the 
ACA’s effects on labor supply will stem mainly from 
the following provisions, roughly in order of importance: 


2. Sec CongroMonal Budget OfTicc. Tfie Hrn/gri Unnomir 
OutUak /in Vp/Lttf (August 2010). Dos 2- i . wwvr.cho ^v/ 
piii»licaiion/21(>70. 
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■ The subsidies for hcalch insurance purchased iluough 
exchanges; 

■ The expansion of eligibility for Medicaid; 

■ The penaiiics on employers that decline to offer 
insurance; and 

■ The new taxes imposed on labor income. 

Some of (hose provisions will reduce the amount of 
labor supplied by some workers; other provisions will 
increase the amount of labor supplied by other workers. 
Several provisions also wili combine to affect retirement 
decisions. 

The ACA also could alter labor productivity — the 
amount of output generated per hour of work — which 
in turn would influence employment (lor example, by 
affecting woiitcrs health or firms’ investments in trainliig 
of workers). The cflects on productivity could be positive 
or negative, however, and (heir net impact is uncertain, so 
they are not refiected in CRO's estimates oflabor supply 
or demand. Because the ACA could affect labor markets 
through many channels, with substanibl uncertainty 
surrounding the magnitude of the effects and their inter- 
actions. CBO has clioscn not to report specific estimates 
for each of the channels encompassed by its analysis. 

Effects of Insurance Subsidies on (lie 
Supply of Labor 

Beginning in 2014, many people who purchase insurance 
through exchanges will be eligible for federal tax credits 
to defray the cost of their ptemiums, and some also will 
be eligible for cosr-sharing subsidies to reduce out-of- 
pocket expenditures for health care. 'ITose subsidies are 
largest for people whose income is near the federal pov- 
erty guideline (also known as the federal poverty level, 
or hPL), and they decline with rising income.^ 

In 20 1 4, for example, a single person or a family whose 
income is 1 50 percent of the FPL and Is eligible for 
.subsidies will pay 4 percent of their income for a cenain 
“silver" health care plan purchased through an exchange; 
if their income is 200 percent of the FPL, they will pay 
6.3 percent of their income for that plan.* An increase in 


3. In 2013, the FPL (which » indexed lo innariwn) was SI 1,490 foe 
t tin^ person and S23.5S0 for a family (iffinir. Cakulanons of 
euhange subsidies for 2014 use (he 2013 FPL schedule. 


income thus raises the enrollce premium (and reduces 
ilie subsidy) both bccau.se the pen^ntage-of-income for- 
mula applies to a larger dollar amounr and because dtat 
pciceiuage itself iiKfcascs. People w'hose income exceeds 
400 percent of the FPL are ineligible for premium sub- 
sidies, and for sonte people those subsidies will drop 
abniprly to aero when income crosses that threshold. 
Cost-sharing subsidies also phase out in steps with rising 
income, declining sharply at 1 50 percent, 200 percent, 
and 250 percent of the PPL, 

CBO's estimate of the impact that the subsidies will have 
on labor supply has three components; the magnitude of 
the incentive, the number .and types of people affected, 
and the degree of responsivervess to the incentive among 
(hose who are affected. 

The .Magnitude ofUic IiKcnihx- to Reduce Labor Supply. 
For some people, the availability of exchange subsidies 
under the ACA will reduce incentives to work both 
through a substitution effect and throu^ an income 
effect. The former arises because subsidies decline with 
rising income (and increase as income foils), thus making 
work less aitmctive. As a result, some people will choose 
not to work or will work less — thus substituting other 
activities for work. The income effect arises because 
subsidies increase available resources — similar to giving 
people greater income — Uicreby allowing some people to 
maintain the same standard of living while working less. 
The magnitude of the incentive to reduce labor supply 
tims depends on the size of the subsidies and the rate at 
which they arc phased out. 

Tlie Number and T^ pcs of Workers l.iketyTo Be Affected. 
Subsidies clearly alter recipients’ incentives to svork and 
can certainly Influentt the labor supply of those who 
would gain eligibility by working and earning slightly 
less. But most full-time workers do not confront that 
particular choice — either their income is well above 
400 percent of the FPL or they are offered employment- 
based health insurance and thus are generally ineligible 
for subsidies regardless of their income. Even so, one line 
of research indicates th.it the subsidies will affca the labor 
supply of many full-time workers with health insurance 


4. A silver plan paysalmui 70 percent afanvred health com. on 
average. For ihc fcoond-lean-cxpeiuivc »rlw plan oOrred on the 
excltangn. ihc preiniim), net of tuhiidjes, for a family of four in 
2014 would be $1,413 at ISOperceni of liie FPL ($3$325j but 
would rite to $2,967 at 200 percent of the FPL (S47.IOO). 
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from their employer — precisely because they effectively 
forgo exchange subsidies when they take or keep a job 
with health insurance.^ If instead a sv'orker s^’itched to a 
part'time job. which typically docs not offer health insur* 
ance, that worker could become eligible for exchange 
subsidies. In that view, exchange subsidies effwiively 
constitute a rax on labor supply for a broad range of 
workers. 

In CBO’s judgment, however, the cast of forgoing 
exchange subsidies o|>erate.s primarily as an implicit tax 
on employment-b.'ised insurance, which does not imply a 
cliange in hours worked. Instead, the tax can be avoided 
if a worker swtehes to a difTerent full-time job without 
health insuraiKC (or possibly two part-time jobs) or if the 
employer decides to stop offering that benefit. The conse- 
qttences of that implicit tax are incorporated into CBOs 
estimate of the ACA's effect on employment-based cover- 
age — which is projected to decline, on net. by about 
4 percent because of the ACA (see Appendix B).^ 
Correspondingly, the negative effects of exchange subsi- 
dies on incentives to work will be relevant primarily for a 
limited segment of the population — mostly people who 
have no olTer of cmploymeiu-bnsed coverage and whose 
income is elthci below or near 400 percent of the FPL. 

Nonetheless, another subgroup that has employment- 
b.ased insurance does seem likely to reduce their labor 
supply somewhat. Specifically, those people whose 
income would make them dibble for subsidies through 
exchanges (or for Medicaid), and who work less than a 
full year (roughly 10 to 15 percent of wotkers in that 
income range in a typical year), would tend to work 
somewhat less because of the ACAs subsidies. For those 
workers, the loss of subsidies upon returning to a job with 
health insurance is an implicit tax on working (and is 
equivalent to an average tax rate of roughly 1 5 percent. 
CBO estimates). That implicit tax will cause some of 


5. See Cat^ Mulligan. Avtntgf MdijiiMt Jkx Ham IMder tht 

AjJortUI^ QinAtl, Working Bipet 19365 (Naiional Bureau of 
Ecortomic Kcscarcb. August 2(II3K wv.'w.nber.org/papers/ 
wl936S, and tiihrAffintaUe Cm Aft OifferfHt Fnm 

A EeoMHtM Ptn/>trtitr. Working Papci 19366 (National 
bureau of Economic Research, August 2013). tvww.nbcrorg/ 
|M{Ws^wi9.t66. 

6. S« CongtessHMial Btulget Offitc. CBO tnA JCT't firiirwtw of tl*e 
Fffrta of tht Af^nUUt Cm Act oh the NwhIkt of ProfJe OhtMnitg 
Emfl^rtKenuHitieJ Health Ituunnter (Mardt 2012). %s-ww.i lw.gov/ 
piibliraiinn/43082. 
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those workers to lengthen the time they are out of 
work — similar to the effect of unemployment benefits. 

Responsiveness of Affected Groups. The implicit taxes 
that arise from the phaseout of the .eubsidies have effects 
on net income that are similar to the effects of direct 
taxes. W^ith tax changes, however, the income and sub- 
stitution effects typically work in opposite direccion.s. 
whereas with the insurance subsidies the income and 
substitution effects work in the same direction to decre.ise 
labor supply.’ CBOs estimate of the response of labor 
supply to the subsidies is based on research concerning 
the vvay changes in marginal tax rates affect labor supply 
and on studies analyzing how labor supply responds to 
changes in aftcr-ux income.' 

Effects of the Medicaid Expansion on Labor Supply 
The ACA significantly increases eligibility for Medicaid 
for residents of states that choose to expand their pro- 
grams. In states that adopt the expansion. Medicaid 
eligibility is extended to most noneldcrly residents 
whose income is below 138 percent of the FPL — includ- 
ing childless adults who previously were ineligible for 

Medicaid in most states regardless of their income. In 
states that have not expanded Medicaid, people whose 
income is between 100 percent and 138 percent of the 
FPL become eligible for subsidies through the e.xclianges: 
in chose states, subsidies could decline abruptly if an 
enrollee's income fell from just above the FPL to just 
below it (and vice versa). By 20 1 8, CBO expects that 
around 80 percent of the potentially eligible population 
will live in states that h.ive expanded Medicaid. 


7 Tu see how the fubsiiiuiton and income effeett can crenie 
counteracting presvurev on peoplet willingness to work when tax 
ram change, conti<i«r the case of an increase in cut rues. The 
resulting reduction in take-home pay for an addiiiorul hour of 
work makes work leu valuable relative to other uses of time and 
enenurages profile to work less. Reduced aftcr-iax irKome Bom a 
given amount of woric, hosvevec. encourages people to work more 
to limit the decline in their standard of living. 

8 See Congressional Budget Office, How the Supply of Lthor 
linpondi to Chitnget m FiteaJ Polify (October 2012), vvww.cbo.gov/ 
publicaiion/43674; Koberi McClelland and Shannon Mok. A 
Rewtte of Rerem Refeart4toH iMhor Sttpply EhtaUitiet, Working 
Caper 2012-12 (Congressional Budget Office. October 2012), 
w<A-\i.cho.gnv/p(iMkaiian/4367S;arid Fdix Rrkhlingand Charles 
Whalen. Riviftv ofEttinuua of tlft Froth ELotkity of Labor Sop^y. 
Working l^per 20 1 2* 1 3 (Caingrevsional Hiitiget Offiice. Octoix-r 
2012). www.cbu.gpv/piildkaiion/43676. 
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Incentives lo Change Uibor Supply and Groups Aflecied. 
h>r some people, the ACA's expansion of Mediciid will 
reduce the incentive to work — but among other people it 
will increase thar incentive. As with exchange subsidies, 
access to Medicaid confers financial heneliis that are 
phased out wth rising income or (mote commonly) elim- 
inated when income exceeds a threshold; some people 
will thus work fewer hours or withdraw from the labor 
force CO become or remain eligible (the substitution 
effirer). Moreover, those financial benefits svill lead some 
people 10 work less because the increase in their available 
resources enables them to reduce work without a decline 
in their standard of living (the income effect). 

At the same time, some people who would have been 
eligible for Medicaid under prior law — in particular, 
working parents with very low income — will work more 
as a result of the ACA's provisions. In 2013, the median 
income threshold for that grr>up's Medicaid eligibility was 
64 percent of the FPL (albeit with substantial siate-to- 
state variation), lltc incentives and groups affected 
depend on whether a state has adopted the Medicaid 
expansion (and, in both cases, those incentives are inter- 
ovined svith the effects of the exchange subsidies); 

■ In states that ha\% chosen to expand Medicaid, the 
ACA now allows parents to qualify for Medicaid with 
income up to 138 percent of the FPL. And if their 
income rises above that threshold, those parents would 
generally be eligible for premium tax credirs and cost- 
sharing subsidies for insurance purchased through 
the exchanges unless they ate offered qualified 
employment-bated health insurance. The subsidies 
will cover a smaller share of cnrollees’ medical costs 
than Medicaid would, but under prior law those 
participants ultimately would have become ineligible 
for Medicaid and lost all benefits. As a result, some 
people who would haw curtailed rheir hours of work 
in order to inainiain access to Medicaid tinder prior 
law will now be able to increase their hours and 
income while remaining eligible for subsidiacd 
insurance. 

■ In states that choose not to expand Medicaid, the 
availability of exchange subsidies also will lead some 
people to H'ork more. Specifically, some people who 
would oihcnvisc have income below the FPL will 
work more so that they can qualify for the stibstaniial 
exchange subsidies that become available when 
income is coual to or just above the FPL 
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Responses of Affected Groups. A number of studies 
examining the impact of ch.inges in Medicaid eligibility 
for parents and children have shown either no effects or 
small effects on the labor supply of single motliers; cfl'ects 
on two-parent households appc.'ir to be somewhat larger, 
in part because health in.surance has stronger effects on 
the labor supply of secondary earners.’ 

More recently, several studies have examined changes in 
state policies that affect childless adults — who coimituie 
the majority of those gaining coverage through the Med- 
icaid rxpnsion — and larger effects have been reported. 

Some reductions in employment arc reported among 
people who have gained Medicaid eligibility, alchougit the 
findings differ regarding the magnitude and statistical sig- 
nificance of that effect.'® Similarly, other research shows 
a rise in employment races with the withdrawal of Medic- 
aid cowrage from childless adults who had previously 
been turned down for private insurance." Ikause those 
studies examined state-level policy initiatives affecting 
program eligibility — instead of changes in eligibility 
aiiribucablc to income changes, which could merely 
reflect changes in employment — the results provide some 
useful Insiglns into the potential effects of the ACA (even 
though other aspects of the studies raise questions about 
their applicability to an analysts of the ACA). 

Taking chat lesearch into account, CBO estimates chat 
expanded Medicaid eligibility under the ACA will, on 
balance, reduce incentives to work. That effect has a tcla- 
tively modest influence on total labor supply, however, 
because the expansion ofeligibilicy for Medicaid 
primarily affects a relatively small segment of the total 
popuIation~-hoth because most people’s income will 


9. jonuUau Cmber and Brigitte C Madrian, //eaM Inwntner. 

Labor and Job Mobility: A Critifol Hrvitw of tin Liuntiurr, 

■ Wurking I'apcr S8 17 (National Bureau ofEconomic Rnearch. 
February 2002), www.tiher oig/papers/«v88]7. 

10. See Katlterine Raickerand otben. Thf Impact of MMuaid on 
Labor /wrr Attioitj and Pr^ntm l{iriicipatioH: BoiJewe from the 
OrrioH Htahh Inturanct Experiratnt, Working Paper 19S47 
(National R«irr.ui ofFconotnic Reseatch. October 20)3). 
v.-ww.nbcr org7papcrs/w 19547; and laura Dague, Thoituu 
DeUire.and Lindsey Lciningcr. 'IIk FfiectorPtiMk Insurance 
Coverage for Childlcu Adults on l.aboc Supply^ (draft, .Vbicli 
2015). www,Mh,ctlu/-achin/confererKc/daBue-pdf(950 KB). 

1 1 . Craig Canhwaite, 'tal Gross, and Maribcw J. Notowidtgdo, fSAlic 
HtaUh Imumtut. labor Supply, and k'mploytnfnt Lock. Working 
Paper 19220 (National Bureau of Feonomic Research. July 2015). 
wv.wnbef.cir|/papcrs/w 1 9220. 
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signiBcandy exceed the cutoff for Medicaid eligibi!ir>'and 
becauic some low-income people live in states that arc 
not expected to expand Medicaid. 

Effects of the Employer Penalt)' on Labor Supply 
Under the ACA, employers with 50 or more full-time- 
equivalent employees will face a penalty if they do not 
offer insurance (or if the insurance they offer docs 
not meet certain criteria) and if at least one of their full- 
time workers receives a subsidy throu^ an exchange. 
Originally scheduled to rake effect in 2014, that penalty 
is now scheduled to be enforced beginning in 2013. In 
CEOs judgment, the costs of the penalty eventually will 
be borne primarily by workers in the form of reductions 
in wages or other compensation — just as the costs of a 
payroll lax lesied on employers will generally be passed 
along to employees.'^ Because the supply of labor is 
rcsponsh-c to changes in compensation, the employer 
penalty will ultimately induce .some workers to supply 
less labor. 

In the next few years, ho^vcver. when wages probably will 
not adjust fully, those penalties will tend to reduce the 
demand for labor more than the supply. In the longer 
mn, some businesses aba may decide to reduce their 
hiring or shift their demand tmvard part-time hiring — 
either to stay below the threshold of 50 full-time- 
equivalent workers or to limit the number of full-time 
workers that generate penalty payments. But such shifts 
might not reduce the overall use of labor, as discussed 
below. 

F.ffccLs of Higher Marginal Tax Rates on 
Labor Supply 

To cover part of the cost of the expansion of coverage, the 
ACA also imposes higher taxes on some people.*' In par- 
ticular, the payroll tax for Medicares Hospital Insurance 
program has incieased by 0.9 pcicenuge points for work- 
ers whose earnings are above 5200,000 (S250,000 for 
chose filing a joint return}.'* As with other tax increases, 
those changes will exert compering pressures on labor 
supply: Lower after-tax compensation will encourage 
people to work more to make up for the lost income, but 


12. By contrast. Ifemptoyen add health insurance covetaj^e as a 
henefii in mponie to the penalty or drop eowrage despite it, 
CBO estimates that ilKir H-othets* waj^es mil adfust by loughly 
the employers' cost of pros*iding that coverage — so total 
tt>is)|settsaiu>n ssuuU stay alHsui else saute aiitl Ijhnt Mipyly wiiikl 
not be afVected by the chani^c in cntploser coverage. 
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the decline in after-tax hourly compensation abo will 
reduce the return on each additional hour of work, thus 
tending to reduce the inccntb’c to work. On net, CBO 
anticipates, the second eifeci will be larger than the 
first, and the tax will yield a small net reduction in labor 
supply. 

In addition, beginning in 2018, the ACA imposes an 
excise tax on certain high-cost health insurance plans. 
CBO expects that the burden of that tax will, over time, 
be borne primarily by workers in the form of smaller 
after-tax compensation. Some firms may seek to avoid or 
limit (he amount of the excise tax they pay by switching 
to less expensive health plans, and in that case workers’ 
wages should rise by a corre.sponding amount. Those 
w'agcs wall be subjea to income and payroll taxes, how- 
ever. so total tax payments tn* those workers will be hi^er 
than they would have been in the absence of the ACA. 
After-tax compen.sation will thus fall whether firms pay 
the excise tax or take steps to avoid it. and the resulting 
increases In average and ma^inal tax rates will cause a 
slight decline in the supply of labor, CBO estimates. 

Under certain circumstances, the ACA also imposes a 
penalty tax on people who do rot have qu.*ilified health 
insurance. That tax ts to be phased in over time: by 2016, 
it wilt generally be the greater of $695 annually per aduli 
or 2.5 percent of taxable income (each subject to a cap}.'^ 
For people who are subject to the percentagc-of-incomc 
penally, that lax discourages work — but CBO estimates 


13. CBO and the ttafTnf the joint Committee on Taxation have 
estimated that, on balance, the ACA will reduce ihe cunmlaiive 
cicficit <*wr the 2013-2022 period because «t« in other spending 
more than olTsei the rest of lire ctMt of the expansion in cuverage 
Therefore. rqsealingthe.ACA would increare budget deficits by a 
corresponding amount over ihni period: see Congressional Budget 
Oflicc, letter to the Honorable John Boehner providing an 
csiiniare (or H.R. (i079. the Repeal of Obamacare Act (July 24. 
2012). www.cbo.gniv/pvd)ik.i(ioit/4>47l. 

14. The ACA has alto nued die Mv nienn capital irveome for some 
higher-income households and imposed taxes on cctrain goods 
and services (streh as medical devires), but CKO does nm expect 
those provisions to have a noticeable effect on the ovetall lalmt 
market. 

1$. For families arc subjea to the dollar penalty, the penJty per 
chihi it otie-hall the adult petalty. and in 2016 the payment is 
capped at S2.08^; for people who are aubject to the pctcent^-of- 
income pendiy. the tax paymcni is capped at the average cost of a 
"bronic' insurance plan (which, on avet.^e. covets 60 percent of 
enmilces' health emts) ofTerrd through the exchanges. .Vtcr 2016. 
die dotl.ir |icnJ(y is indexed to general mlhuiim. 
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that a relativtfly small number of Markers will be affected. 
About 6 million workers and dependents will be subject 
to the penalty la.t in 2016, and among the workers who 
pay it, a large share will be subject to the dollar penalty 
rather than the percenrage-of-income penaJt)'.“ As a 
result, CDO estimates that its impact on aggregate labor 
supply will be negligible. 

EITccts un Keti remen ( Decisions and 
DLsabIcfl Workers 

Changes to the health insurance market under the ACA, 
including provisions that prohibit insurers fiom denying 
coverage to people with preexisting conditions and those 
that restrict variability in premiums on the basis of age or 
health status, will lower the cost of health iitsuiance plans 
offered to older workers outside the workplace. As a 
result, some will choose to retire earlier than they other- 
wise w'ould — another channel through which the ACA 
will reduce the supply oflabor. 

I he new insurance rules and wider availability of subsi- 
dies also could affect the employment decisions of people 
with disabilities, but the net impact on dieii labor supply 
is not clrar. In the absence of the ACA, some workers 
with disabilities would leave the HYirkforcc to enroll in 
such programs as Disability Insuraitce (DI) or Supple- 
mental Security Income (SSO and receive subsidized 
health insurance. (SSI enrollees also receive Medicaid; 

DI enrollees become eligible for Medicare after a two- 
year waiting period.) Under the ACA, however, they 
could be eligible for subsidized health insurance offered 
through the excltanges, and they cannot be denied cover- 
age or charged higher premiums because of health 
problems. As a result, some disabled workers who would 
uthertvise have been out of the workfuice miglit stay 
employed or seek employment. At the same time, those 
subsidies and new insurance rules might lead other dis- 
abled workers to leave the workforce earlier than they 
otherwise would. Unlike DI applicants who are ineligible 
lor SSI, they would not have to wait two years before they 
revived the ACAs Mediuid benefits or exchange subsi- 
dies— making it more attractive to leave the l;d)or force 
and apply for DI. 


16. See Congfejsioiwl Budget Office. Papntntt cf f»r Htiiig 

(jMUukitJ Vndrr thf Affordable Ckrr An (September 2012}. 
wK'w.cbo gov/pubbca(i(m/43<S28. 
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Possible Hffecis un Labor Supply 
Thruu^ ProducUvit)' 

In addition to the cffcas discussed above, the ACA could 
shape the labor market or the operations of the health 
sector in ways that affect labor producriviiy. I'or example, 
to the extent that increases in insurance coverage lead to 
improved health among workers, labor productivity 
could be enhanced, in addition, the ACA could influence 
labor productivity indirectly by making it easier for some 
employees to obtain health insurance outside the vvork- 
place and thereby prompting those workers to take jobs 
chat better match their skills, regardless of whether those 
jobs oflered employment-based insurance. 

Some employers, howeser. might invest less in their 
wxirkcfs— by reducing training, for example— if the 
turnover of employees increased because their health 
insurance was no longer tied so closely to their jobs, 
h'urihermore. productisity could be reduced if businesses 
shifted toward hiring more part-time employees to avoid 
paying the employer penalty and if part-time workers 
operated less efFlcieniiy than full-time workers did. (If 
the dollar loss in productivity exceeded the cost of the 
employes penalty, however, businesses might not shift 
toward hiring more part-time employees.) 

Whether any of those changes would have a noticeable 
influence on overall economic productivity, however, is 
not clear. Moreover, those changes arc difficult to quan- 
rily and they influence labor productivit)' in opposing 
directions. As a result, their eflecis are not incorporated 
into CBOs estimates of the effects of the ACA on the 
labor market. 

Some recem ana!}’scs also have suggested that the ACA 
will lead to higher productivity in the health care sec- 
tor — in particular, by avoiding costs for low-value health 
care services— and thus to slower growth in health care 
costs under employment-based health pians.'^ Slower 
growth in those costs would effectively increase workers’ 
compensation, making work more attractive. Those 
elTects could increase the supply oflabor (and could 
increase the demand for labor in the near term, if some of 
the savings were not immediately passed on to workers). 


17. See Council of Economic AdviMns. Trends in Heahh Oar Out 
Growth and the Kale of the Affordable Cite An (Nowmber 2013). 
htt|>://| 0 .u*a.gov/ZJFJi and Davjd Cutler and Necraj Sooj, New 
}oii Thnnfft Better Health Care (Cerwr for American Progress. 
January 2010), hup7/rinyurl.<om/oc2zdta. 
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Whether the ACA already has or will reduce health care 
costs in the private sector, however. Is hard to determine. 
'I'he ACAs reductions in payment rates to hospitals and 
other providers have slowed the growth of Medicare 
spending (compared with prujecuons under prior law) 
and thus coniribuied to the slow rate of os’erall cost 
growth in health care since the law's enactment. Private 
health care costs (as well as national health expenditures) 
have grown more slowly in recent years as h'cU. but ana* 
lysis dilTer about the shares of ilut slowdown titai can be 
attributed to the deep recession and weak recover)’, to 
provisions of the ACA, and to other changes within the 
health sector. Morcow. the overall influence of ihe ACA 
on the cost of employmem*bascd coverage is difficult to 
predict — in part because some prrsvisions could either 
increase or decrease private*scctor spending on health 
care and in part because many provisions have not yet 
been fully iinplememcd or evaluated.** Consequently, 
CBO has not attributed to the AC^ any employment 
effects stemming from slower growth of premiums in the 
private sector. 

Effects of the ACA on the 
Demand for Labor 

*rhc ACA also will affect employers' demand for workers, 
mostly over the next few years, both by increasing labor 
costs ihrougii the employer penalty (which will reduce 
labor demand) and by boosting over.i)l demand for goods 
and services (which will increase labor demand). 

Effects of the Employer Penalty on the 
Demand for Labor 

Beginning in 20 1 5. employers of 50 or more fulbtiine* 
equivalent workers that do not offer health tnsuiance 
(or that offer health insurance that does not meet certain 
criteria) will generally pay a penalty. 'Iliat penalty will 
initially reduce employers' demand for labor and thereby 
tend to lower employment. Over time, CBO expects, die 
pen alt)’ will be borne primarily by workers in the form of 
reduced wages or other compensation, at which point the 
penalty will have little cfleci on labor demand but will 


18. Beibre rkc ACA wai enacted. CBO eicimaied ctwii the ptovuiom 
0^1 titniUr prnpoul might tatiws small increiK or dec tease m 
piemitims for empkivnteitt'Imnl coverage, ahhoiigli that analysts 
dtd nor ukcinco account the cflects of the excise tax on certain 
high-co.vi emplrsymmt-lnseii plans. Sec Congietsionjl Budget 
Ofltcc. An Annlpii ef fleaiih Imuranet Prtmimm Under iff Pntient 
Pnttrtim nnti Affaidnhif QtnAtt (Kuvrnilter 2009). 
wwxv.cbo-gov/publicjtion/^ 1 792. 


reduce Libor iiippfynxxd will lower employment slightly 
through that channel. 

Businesses face two constraints, however, in seeking to 
shift the costs of die penalty to workers. First, there is 
considerable evidence that employers refrain from cutting 
their employees’ wages, even when unemployment is high 
(a phenomenon sometimes referred to as sticky wages).'* 
For that reason, some cmplo)rcrs might leave wages 
unch.inged and instead employ a smaller workforce. That 
cfTect will probably dis.sipaie entirely over several years for 
most workers because companies that face the penalty can 
restrain wage growth until workers have .ibsorbed the cosr 
of the penally — thus gradually eliminating the negative 
eflect on labor demand that comes from sticky wages. 

A second and more durable constraint is dial businesses 
generally cannot reduce workers' wages below the statu- 
tory minimum wage.™ As a result, some employers ivill 
respond to the penalty by hiring fess’er people at or just 
above the minimum wage — an effeci that would be simi- 
lar to the impact of raising rhe minimum wage for tho.se 
companies' employees. Over time, as worker productivity 
rises and inflation erodes the value of the minimum wage, 
that effect is projected to decline because wages for 
fcvk-cr jobs will he constrained by the minimum wage. 
The effect will not disappear completely over the next 
1 0 )*ears, however, because some wages arc still projected 
to be constrained (thar is, wages for some jobs will be at 
or just above the minimum wage). 

Businesses also may respond to the employer penalty by 
seeking to reduce or limit their full-time staffing and to 
hire more part-iinie emplo)'ees. Those responses might 
occur because the employer penalty will apply only to 
businesses with 50 or more full-time-equivalent cmpIo>'- 
CCS. and cmplo>xr$ will be charged only for each Full-time 
employee (not counting the first 50 employees). People 
are gcncially considered full time under the ACA if 
they work 30 hours or more per week, on average, so 


19. See, for example. IVicr CiouxhalL. 'Dwvnwiid Noniinal Wage 
ITcxibiiirr: Real or Measurement Eno^' 

and Stnrinui, vol. 87. ivn 3 (Aiigvu 2005). pp. 556-568. 
hiipc/Ainyurl.cocn^Obcxu; and Alcsundni Braiiieri, Siuariin 
Baru, and I^« Cioittchalk, Some Hvtdenee an iht Im^run<f 
pfStuiy Working I^pcr i6l50 (MationaJ Btirrau of 
Economic itcacari.'h, June 2010). vvww.nbeT.o<g/papers/vrl61 JO. 

20. Aa of luiuary 2014. (he federal miniinijm wa(;e wu 57.25 per 
limir. Riniglily half nf all workers, limvever. live in narev or 
conimiiniitev where ihe mininiuni vtjj^ n hijihei. 
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employers have an incentive, for example, to shift from 
hiring a single 40*hour. futl-rime employee lu hiring two, 
20-hour pan-rime employees to avoid bearing the costs of 
the penalty. 

Such a change might or might not, on its own. reduce 
tlie loud number of hours worked. In the example just 
ofTered, the total amount of work is unaffcctcci by the 
changes. Moreover, adjustments of that sort can take 
lime and be quite costly — in particular, because of 
the rime and costs chat arise in dismissing full-time work- 
ers (which may involve the loss of w'orkers with valuable 
job-spccihc skills); the time and costs associated with hir- 
ing new part-time workers (including the effort spent on 
interviewing and (raining): and, perhap.s most important, 
the time and aists of changing work processes to accom- 
modate a Larger number of employees working shorter 
and different schedules, llie extent to which people 
would be willing to work at more than one part-time 
job instead of a single full-time job is unclear as well; 
although hourly wages for (ull-timc jobs might be lower 
than those for part-time jobs (once wages adjust to the 
penalt}'), workers also would incur additional costs 
associated with holding more than one job at a time. 

In CBOs judgment, there is no compelling evidence 
that part-rime employment has increa.sed as a result of 
the ACA. On the one hand, there have been anecdotal 
reports of firms responding to the employer penalty by 
limiting workers’ hours, and the share of workers in part- 
time jobs has declined relatively slowly since the end of 
the recent recession. On the other hand, the share of 
workers in part-time joKs generally declines slowly after 
recessions, so whether that share would h.nve declined 
more quickly during the past few years in the absence of 
rhe ACA is difficult to determine.^' In any event, because 
the employer penalty will not take effect until 2015. 
the current lack of direct evidence may not be very 
informative about the ultimate effects of the ACA. 

More generally, some employers have expiessed doubts 
about whether and how the provision.^ of the ACA will 
unfold. Uncertainly in sc*s%-ral areas — including the 
timing and sequence of policy changes and imple- 
mentation procedures and their effects on health insur- 
ance premiums and W’orkers' demand for health 
insurance — probably has encouraged some employers 


21. SecOmgrruiufial Budget Office, Th< Sl«w Reewaj vf iff !jth»T 
Marktt (Febnury 2014), wH-w.cbo-i5Dv/|niblkariOfi/45on. 
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to delay hiring. However, those effects arc difficult to 
quantify separately from other developments in the labor 
market, and possible effects on the demand for labor 
through such channels have not been incorporated into 
CBOs csrimaics of the ACAs impact. 

EfTccLs of Changes in Uie Demand for 
Goods and Senices on the Demand for Labor 
CBO estimates that, over the next fesv years, the various 
provisions of the ACA that affect fixleral revenues and 
outlays will Increase demand for goods .and services, on 
net. Most important, the expansion of Medicaid cover^^c 
and the provision of exchange subsidies (and the resulting 
rise in health insurance coverage) svill not only stimulate 
greater demand for health cate services but also allow 
low'cr-income households that gain subsidi 2 cd coverage 
to increase their spending on other goods and scrvicc.s— 
thereby raising overall demand in the economy. A partial 
offset will come from the increased taxes and reductions 
in Medicares payments to health care providers that arc 
included in the ACA to offset the costs of the coverage 
exp.-insion. 

On balance, CBO estimates that the ACA will boost 
overall demand for goods and seivices over the next few 
years because the people who will benefit from the expan- 
sion of Medicaid and from access to the exchange subsi- 
dies arc predominantly in lower-income households and 
thus are likely to spend a considerable fraction of their 
additional resources on goods and services — whereas 
people who will pay the higher taxes are prcdominanily 
in higher-income households and arc likely to change 
their spending to a lesser degree. Similarly, reduced pay- 
ments under Medicare to hospitals and other providers 
will lessen their income or profits, but those changes are 
likely to decrease demand by a relatively small amount. 

The net incrca.se in demand for goods and scr\*iccs will in 
turn boost demand for labor over the next fesv years, 

CBO estimates.*^ Those effects on labor demand tend to 
be espeebliy strong under conditions such as those now 
prevailing in the United States, where output is so far 
below its maximum sustainable level that the Federal 
Reserve has kept short-term interest rates near aero for 
scvxral years and probably would not adjust those rates to 


22. For furilKr ditcuMKin of CBOs arulysis of rhe economic effixes of 
bodgeiary jiolicio, see Congrcsiional Budget Office. Efitomk 
kffttu of Mieia to Fneaf Tiffnemifg »» 2013 

(November 2012), pp, 2-5. ww,w.<bo-gov/p\jhlkaikin/436W. 
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2014 


ofBict tbe effects of changes in fcdcraJ spending and 
taxes. Over time, however, those ciTccts arc cxpccicd to 
dissipate as overall economic output moves back toward 
its maximum sustainable lesel. 


Once that occurs, the net decline in the amount oflabor 
that workers choose to supply because of the ACA will be 
fully reflected in a decline in total employment and hours 
worked relative to what would otherwise occur. 


Why Sliort-Tenn Effects W'ill Be 
Smaller 'ITian Longer-Term Effects 

CBO estimates that the reduction in the use of l.ibor that 
is attributable to the ACA will be smaller between 2014 
and 2016 than it will be between 2017 and 2024. That 
difTcrcnce is a result of three factors in particular — two 
that reflect smaller negative effects on rhe supply oflabor 
and one that reflects a more positive effect on the demand 
for l.abon 

■ The number of people who will receive exchange 
subsidies — and who thus will face an implicit tax from 
the phaseout of those subsidie.s chat discourages them 
from working — will he smaller initially chan it will be 
in later years. The number ofcnrollces (tvorkers and 
their dependents) purchasing their own coverr^e 
through the exchanges is projected to rise from about 
^ million in 20)4 to about 2S million in 2017 and 
later )'ear&, and most of those cnrollccs will receive 
subsidies. Although the number of people who will be 
eligible for exchange subsidies is similar from }‘ear to 
year, workers who arc eligible but do not enroll may 
either be unaware of their eligibility or be unaffected 
by it and thus arc unlikely to change their supply of 
labor in response to the availability of those subsidies. 

■ CBO anticipates that the unemployment rate will 
remain high for the next few years. If changes in 
incentives lead some workers to reduce the amount 
of hours they want to work or to leave the labor 
force altr^cthcr, many unemployed workers will be 
available to take those jobs — so theeflect on uvendl 
employment of reductions in labor supply will be 
greatly dampened. 

■ llie expanded federal subsidies for health insurance 
will stimulate demand for goods and services, and that 
effea will mostly occur over the next few years. That 
increase in demand will induce some employers to hire 
more workers or to increase their cmplo)-ees’ hours 
during that period. 

CBO anticipates that output will return nearly to its 
maximum sustainable ies'cl in 2017 (see Chapter 2). 


Differences From CBO’s Previous 
Estimates of tlic ACA's Effects on 
Labor Markets 

CBO s estimate that the ACA will reduce .iggrcgatc labor 
compensation In the economy by about 1 percent over 
the 2017-2024 period— compared with what would 
have occurred in the absence of the act — is substantially 
larger than the estimate the agency issued in August 
2010.*^ At that time. CBO estimated that, once it was 
hilly implemented, the ACA would reduce the use of 
labor by about onc>half of a percent. That measure 
oflabor use was calculated in dollar terms, representing 
the change in aggregate labor compensation chat would 
result. Thus it can be compared with the reduction in 
aggl'egat<^ compensation that CBO now estimates to 
result from the act (rather than wide the projected decline 
in the number of hours worked). 

The increase in that estimate primarily reflects three 
factors: 

■ The revised estimate is based on a more detailed 
analysis of rhe ACA that incorporates additional 
channels through which that law will affect labor 
supply. In particular, CBOs 20 10 estimate did not 
include an effect on labor supply from the employer 
pen.ilty and the resulting reduction in w-ages (as the 
costs of that pcnaii)' are passed on to workers), and it 
did not include an effect from encouraging part*year 
workers to delay returning to work in order to retain 
their tasurance subsidies. 

■ CBO has analyzed the findings of several studies 
published since 20i0 concerning the impact of 
provisions of the ACA (or similar policy initiatives) on 
labor markets. In particular, studies of past expansions 
or contractions in Medicaid eligibility for childless 
adults hav*e pointed to a larger effect on labor supply 
than CBO had estimated previously. 


23- See CoRgressioojl Budget Office. The Su/fpi owf Unnomir 
Ourlaet- Ah (AugiM 2010), Box 2-1. wwu'.tlm.gnv/ 
ptihlic:uia«i/2lf>70. 
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■ CBO made an upv^*ard revision in its estimates of the 
impact that changes in after-tax >vages have on labor 
supply, renecting a broad review of the tax literature 
that has informed several of CBOs estimates and 
analyses.^* 

CBO’s updated estimate of the decrease in hours worked 
ttanslaies to a reduction in full-iime*cquivaleiu employ' 
ment of about 2.0 million in 20 1 7 , rising lo about 
2.5 million in 2024, compared with what would have 
occurred in the absence of the ACA. Previously, the 
agency estimated that if the ACA did not affect the aver- 
age number of hours worked per employed person, it 
would reduce household employment in 2021 by about 
800,000.** By way of comparison, CBOs cuircnt esti- 
mate far 2021 is a reduction in full-iime-etjuivalcnt 
employment of about 2.3 million. 

'Jlic current estimate of the ACA’s impact on hours 
worked and full-time-equivalent employment is consider- 
ably higher (or rwo significant reasons.** First, as 
described above, CBO has boosted its estimate of the 
ACAs effect on a^regate labor compensation in the 


24. See Congressional Office, //ew thfSuf^ofUibw 
RnponJs Cfurtgfi m f^actdMtty (Oaober 2012), www.tbc».guv/ 
pubtica(ion/45(!»74. 

25. See testimony of Douglas W. FJntrndorf, Director, CongressionaJ 
Budget Office, before the Subcommittee on Mnitli of the House 
Ei»eig> and Commerce Committee. CBO't Analyui of tht Majtr 
Hftlth Cart Lt^tation Enaardw 2010 (Match 30. 201 1). 

Pl>- 31-33, w'ww.cbo.|ov/puWicationf22077. 

26. The nritnaces also differ in that the first cstinuic was presented 
in tenns of household employment and the current estimate is 
prnrtited in terms of hjIlHimc-etjuieatcni etnploymem. Hoxvcvcr. 
that difference it rd.itive1y small when comparing CBO’s piev wus 
estimate with the current one. 
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economy from about 0.5 percent to about I percent. 

.Second, CBO has increased its estimate of the effect of a 
given reduction in aggregate compensation under the 
ACA on hours woHted. CBO’s earlier estimate was based 
on a simplifying assumption that affected workers would 
have avcrt^c earnings — in which case the percentage 
reductions in compensation and hours worked would be 
roughly the same. However, people whose employment 
or hours woilard will be most affected by the ACA arc 
expected to have below-average earnings because the 
effects of the subsidies that arc available through 
exchanges and of expanded Mediaid eligibility on the 
amount of labor supplied by lower-income people arc 
likely to be greater than the effects of increased taxes 
on the amount of labor supplied by higher-income 
people. According to CBOs more detailed analysis, the 
1 percent reduction in aggregate compensation that will 
occur as a result of the ACA corresponds to a reduction of 
about 1 .5 percent to 2.0 percent in hours ss'orked. 

Tlic reduction in fulUcime-equivalent employment that 
CBO expects will arise from the ACA includes some 
people chcK>sing not to work at all and other people 
choosing to work fewer hours than they would have in 
the absence of the law; however, CBO has not tried to 
quantify those rwo components of the overall effect. 

Because some people will reduce the amount of hours 
they work rather than stopping work altogether, the 
number who will choose to leave em|doymciu because of 
the ACA in 2024 is likely to be substantially less than 
2.5 million. At the same time, more than 2.5 million 
people are likely to reduce the amount of labor they 
choose to supply to some degree because of the ACA, 
even though many of them will not leave the labor force 
entirely. 


CBO 
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